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To the President of the Senate and the 
Speaker of the House of Representatives 

When I took office in March 1966, only 12 percent of the 
executive agencies' accounting systems had been approved as 
required by the Accounting and Auditing Act of 1950. As of 
September 30, 1979, 62 percent of the accounting systems had 
been approved, The reason the remaining 38 percent have not 
been approved is that (I) they do not meet our requirements 
for approval, (2) the agencies have not requested approval, 
or (3) the agencies are developing new systems to take the 
place of those now in operation, 

While 50 percent of the accounting systems have been 
approved in the last 14 years, as compared with only 12 per- 
cent in the preceding 16 years, the remaining unapproved 
systems comprise some of the largest and most important 
systems * More than half of the Federal budget was accounted 
for by the 73 unapproved systems of only two departments: 
Defense and Health, Education, and Welfare. 

My goal has been to have all the accounting systems 
approved by March 1, 1981. I consider this to be a worth- 
while objective for several reasons. 

In th'e first place, in the Accounting and Auditing Act 
of 1950, the Congress declared that the Government's account- 
ing should provide 

--full disclosure of the results of financial operations; 

--adequate financial information needed in the management 
of operations and the formulation and execution of 
the budget; and 

--effective contra1 over income, expenditures, fundsS 
prQp--W, and other. assets. 

Not until we have evaluated an accounting system for approval 
can the Congress be assured that its policy has been adhered 
to. 
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Secondly, the Congress directed the Comptroller General 
to prescribe the principles, standards, and related require- 
ments for accounting to be observed by each executive agency. 
Only by evaluating the agencies' accounting systems can we 
determine that they are in compliance with such requirements. 

Thirdly, our approval is the best indication that an 
agency has accounting systems which will minimize the oppor- 
tunity for fraud, abuse, and error. 

The Congress realized that a one-time approval of sys- 
tems would not be sufficient. Program changes, organization 
changes, and improvements in methodology and technology mean 
that accounting system designs should be updated and revised 
from time to time, which requires reevaluation and reapproval 
if the changes are significant. In addition, in the 1950 act 
the Congress provided for the General Accounting Office to 
review the accounting systems of the executive agencies from 
time to time. The results of some of these reviews are dis- 
cussed in chapter 4. 

We anticipate that about 33 more accounting system de- 
signs will be submitted to us for approval by March 1, 1981. 
We estimate that about 43 current systems being redesigned 
will not be submitted for approval by March 1, 1981. This 
leaves about 40 unapproved systems, many of which could be 
approved by March 1, 1981, if the agencies had sufficient 
interest in qualifying them for approval and applied the 
necessary resources to do so. Approval of most of these sys- 
tems is long overdue. 

Every year millions of dollars are spent to improve 
agency accounting systems. We try to persuade the agencies 
to get our approval on their designs and redesigns before 
they implement them. In most cases, however, the agency 
installs and commences to operate the system without our 
approval. Frequently, we find later that the system does not 
meet our requirements. 

We recommend that the Congress ensure that agencies have 
adequate resources to improve and qualify their systems for 
approval but that no funds be used to implement the designs 
or redesigns of accounting systems that have not been approved 
by the Comptroller General. 
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We are sending copies of this report to the Director 
of the Office of Management and Budget and to the 
other departments and agencies. 

Comptroller General 
of the United States 
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CHARTER 1 

INTRODUCTION 

This report, our tenth on the status, progress, and 
problems in Federal agency accounting, covers fiscal 1979 
and responds to the recommendation of the House Committee 
on Government Operations (H. Rept. 1159, 90th Cong., 
2d sess. 3 (1968)). 

With the exception of Government corporations subject 
to the Government Corporation Control Act (31 U.S.C. 841 et 
seq.) and certain quasi-Government entities that, by law, are 
subject to the act, all executive departments and agencies 
are required by 31 U.S.C. 66a to adopt accounting systems 
that conform to principles and standards prescribed by the 
Comptroller General. These departments and agencies are re- 
quired to obtain the Comptroller General's approval of their 
accounting systems and to demonstrate that the systems do 
so conform. 

We are reporting information obtained primarily through 
our cooperative accounting systems work with the departments 
and agencies and through the evaluation and approval 
processes. 

Chapter 2 summarizes the status of selected Federal agen- 
cies' accounting systems at September 30, 1979. Chapter 3 
contains our observation of agency progress and problems during 
fiscal 1979. The results of reviews of accounting systems in 
operation reported in fiscal 1979 pursuant to 31 U.S.C. 66(c) 
are presented in chapter 4. 

This report summarizes our past review efforts and our 
continuing involvement in efforts to improve agency accounting. 
Since the agencies have commented on matters discussed in 
connection with our earlier reports, we did not send this 
report to the agencies for comment. 
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CBAPTER 2 

STATUS OF DEPARTMENT AND AGENCY 

ACCOUNTING SYSTEMS AT SEPTEMBER 30, 1979_ 

The head of each executive agency is responsible for 
establishing and maintaining systems of accounting and in- 
ternal control which conform to the principles, standards, 
and related requirements prescribed by the Comptroller Gen- 
eral. 

COMPTROLLER GENERAL REQUIREMENTS 

We have established a two-phase procedure for examining 
agency accounting systems that are submitted to the Comp- 
troller General for approval. Approval is an agreement be- 
tween the submitting agency and us that the proposed system 
conforms to our prescribed principles and standards. Under 
the two-phase procedure, we first examine the accounting 
principles and standards established by an agency as the 
basis for its accounting system. After the principles and 
standards are approved, we examine the design--procedures 
and practices that will be followed to perform the agency's 
accounting-- to determine whether it conforms to the approved 
principles and standards. Once the system design is imple- 
mented, we review the accounting system in operation from 
time to time to see that it is being operated in accordance 
with the approved design and is serving management's needs. 
(See ch. 4.) 

STATUS OF APPROVALS 

At September 30, 1979, we had approved 186 of 302 ac- 
counting system designs identified as subject to approval. 
The number approved includes the 10 systems we approved 
during fiscal 1979. Five statements of principles and stand- 
ards were approved during the period, bringing the total of 
systems with approved principles and standards to 292. 

At the beginning of the fiscal year, 326 accounting sys- 
tems had been identified by agencies as being subject to ap- 
proval; during the period, that number was decreased by 24. 
(The number of Defense accounting systems decreased by 19, 
and the number of systems in civil agencies decreased by 5.9 
We expect additional changes in the future. For example, the 
District of Columbia government is shown as having only one 
system. Actually, it has numerous accounting systems but has 
not as yet identified them, 
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Significant changes in statements of principles and 
standards or system designs require Comptroller General ap- 
proval to maintain the approved status. Each year we receive 
several requests for reapproval. Most, if not all, of the 
systems approved in the fifties and early sixties have been 
updated and undoubtedly will require reapproval. 

The chart on the next page shows the approval status of 
accounting systems for each department. Of the 12 depart- 
ments, 11 had principles and standards approved for all of 
their accounting systems, but only 1 had all of their designs 
approved. In the Department of Housing and Urban Development, 
the designs of the subsystems within its approved systems have 
not yet been completed. 

The table on page 5 summarizes the status of accounting 
systems subject to approval at September 30, 1979. 

,’ 



APPROVAL STATUS BY DEPARTMENT 
At September 30,1979 
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STATUS OF ACCOUNTING SYSTEMS 

System designs 

Unapproved but Under 
Approved operating development 

Principles Subject 
and standards to 

Approved Unapproved approval 
Civil departments and 

agencies: 
Agriculture 
Commerce 
Energy 
Health, Education, 

and Welfare 
Housing and Urban 

Development 
Interior 
Justice 
Labor 
State 
Transportation 
Treasury 
General Services 

Administration 
Veterans Administration 
Other agencies 

Total civil 

Percent 

Department of Defense: 
Air Force 
Army 
Navy (including Marine 

5 
8 
5 1 

5 1 
8 7 
6 4 

2 
1 
2 

2 

6 15 10 

1 1 
10 2 1 
11 1 

2 

31 31 

2 
13 
12 

2 

: 
20 

2 
13 
12 

2 
9 
8 

20 
5 

18 

1 

1 

3 
I 
1 

2 
8 

48 

173 

7 

2 - 

10 

9 
8 

50 

183 

100 

3 
7 

34 
: 

10 - 

3 
0 
6 - 

116 39 28 

64 21 15 95 5 

29 
17 

24 
10 

4 
5 

1 
2 

29 
17 

54 
18 

118 

54 
18 

118 

30 16 
6 9 - - 

8 
3 - 

Corps) 
Defense agencies 

Total Defense 

Percent 

District of Columbia 
government 

Total 

Percent 

70 34 14 

59 29 12 100 100 

1 

302 

100 

1 - - 

186 73 43 
z= = 

62 24 14 

1 

292 

- 

10 - - 
3 97 



CHAPTER 3 

AGENCY PROGRESS AND PROBLEMS 

APPROVALS DURING FISCAL 1979 

During fiscal 1979 principles and standards and/or 
system designs were approved for the following systems. 

Civil departments 

Department of Agriculture: 
Central Accounting System 

Department of Justice: 
Law Enforcement Assistance 

Administration, Law 
Enforcement Education 
Program Note Receivables 
Records Accounting System 

Department of the Interior: 
Office of the Secretary 

Department of State: 
Agency for International 

Development 

Independent agencies 

Community Service Administration 
U.S. Arms Controls and Disarma- 

ment Agency 

Military departments 

Department of the Air Force: 

Approval date 
Principles 

and System 
standards designs 

Feb. 14, 1979 

a/Sept. 17, 1979 

July 24, 1979 

Central Procurement Accounting 
System 

Financial Inventory Accounting 
Investment Items System 

Financial Inventory Accounting 
Stock Fund System 

Department of the Army: 
Program and Fund Distribution 

Control System 
Standard Army Civilian Payroll 

System 
Department of the Navy: 

Bureau of Naval Personnel. . 
Military Personnel 

T%VY Industrial Filnd, Naval 
Pvionics Facility, Indianapolis 

iln7;1,y Industrial Fund, Polaris 
I-'iissile Facility, Atlantic 

,a/Thr.e was a reapproval. 
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Apr. 5, 1979 

Sept. 5, 1979 

Sept. 28, 1979 

Sept. 28, 1979 

Sept. 28, 1979 

Sept. 28, 1979 

Dec. 19, 1978 

Sept. 28, 1979 

Sept. 26, 1979 

Sept. 6, 1979 

Sept. 28, 1979 

Sept. 17, 1979 



As noted in the foregoing list, the civil departments 
and agencies secured approval of only two accounting system 
designs in fiscal 1979. This leaves 68 unapproved systems 
on the civil side of the Government after 29 years of effort. 

The Defense Department secured our approval of eight ac- 
counting system designs during the fiscal year. Most of these 
were small systems. The 48 unapproved systems include most 
of the major systems of the Defense Department. 

In past reports we have pointed out to the Congress, 
the agency, and the taxpayer the many advantages of having 
improved accounting and financial reporting systems which 
qualify for our approval. We have also pointed out some of 
the costs, risks, and penalties involved as a result of not 
having an approvable accounting system. One point we have 
not emphasized in the past is the importance of good cost 
accounting in measuring productivity. 

The value of productivity improvement in the Government 
sector is being increasingly recognized. If overall produc- 
tivity could be increased by 1 percent, 29,000 fewer employees 
would be needed to provide the present level of Government 
services. Cost accounting systems, in conjunction with per- 
formance measurement systems, provide the basic information 
which enables Government managers to 

--assess organizations' productivity performance and 

--identify where action is needed to improve productivity. 

In organizations where productivity improvement is lag- 
9in9, systems that account for costs provide management with 
the tools needed to seek out changes that will improve pro- 
ductivity. Unit cost information can be a primary management 
tool for appraising resource utilization, comparing different 
operations, and analyzing personnel requirements. 

Despite the benefits of such data and the fact that 
Office of Management and Budget Circulars A-11 and A-44 in- 
dicate a need for unit costs, we have found few agencies that 
record costs for their basic units of work. For example, in 
a study of 26 Federal organizations providing data processing 
services, none had adequate cost information on the automatic 
data processing assets or op.erations. 

This lack of information is the rule, not the exception. 
We believe that holding Federal managers accountable will con- 
tinue to be difficult until the cost-based operating budgets 
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prescribed by the Congress to administer and operate Federal 
agencies, including setting performance goals, are used to 
judge the performance of managers. Cost accounting and work 
measurement systems are necessary to track actual accomplish- 
ment as compared with the operating plans. 

This chapter discusses the cost and other problems which 
certain departments and agencies are having in qualifying 
their systems for approval. We have not included those agen- 
cies making satisfactory progress. 

CURRENT STATUS AND EXISTING PROBLEMS 
IN OBTAINING APPROVALS 

Department of Agriculture 

Accounting systems subject to approval 5 

Accounting system designs approved 1 

Unapproved systems 4 

The Department of Agriculture has a major program under- 
way to centralize its accounting activities. Centralization 
will reduce the number of accounting systems subject to ap- 
proval from 18 to 5. Of the original 18 systems, 17 statements 
of principles and standards and 11 systems designs had been 
approved. 

The current inventory of systems includes (1) a central 
accounting system for all departmental administrative funds as 
well as for certain program funds and (2) separate accounting 
systems for major programs. These four systems are used to 
process and record transactions involving 

--loan and grant programs of the Farmers Home Adminis- 
tration, 

--loan programs of the Rural Electrification Administra- 
tion, 

--grant and other programs administered by the Agricul- 
tural Stabilization and Conservation Service, and 

--programs administered by the Food and Nutrition 
Service. 

We approved the accounting principles and standards for 
the Department's central accounting system in February 1979, 
for one of the four program systems in June 1973, and for the 
remaining three systems in fiscal 1977. The statement of 



accounting principles and standards for the Food and Nutrition 
Service is currently being revised and is expected to be re- 
submitted during fiscal 1980. 

We approved the accounting system design for the Rural 
Electrification Administration program system in fiscal 1978. 
Evaluation of the Agricultural Stabilization and Conservation 
Service program system design is essentially complete and ap- 
proval is anticipated in fiscal 1980. Both the Farmers Home 
Administration and the Food and Nutrition Service have engaged 
contractors to assist in developing their systems, which are 
experiencing some slippage. The Farmers Home Administration 
expects to complete its system design for an informal submis- 
sion in fiscal 1981, the Food and Nutrition Service in fiscal 
1982. 

The Department plans to submit the accounting system de- 
sign for the central system in subsystem segments during fis- 
cal 1980. Designs for the automatic data processing portion 
of several of the subsystems have been informally submitted. 
For the most part, efforts on the central system have been 
concentrated on centralizing and automating accounting activi- 
ties previously performed by the various agencies. We expect 
this type of concentration to continue during most of fiscal 
1980. In 0uK opinion, the Department and its agencies will 
have to exert extra effort to meet their target dates. 

Department of Commerce 

Accounting systems subject to approval 8 

Accounting system designs approved 7 

Unapproved systems 1 

A new accounting system for the National Technical Infor- 
mation Service has been under development since March 1975. 
This system design, informally submitted for evaluation during 
fiscal 1976, conformed to our approval requirements. However, 
as of September 1979, the Department had not requested our 
formal approval because the Information Service (1) had been 
contemplating a design change based upon proposed legislation 
permitting it to retain profits and (2) was providing the Of- 
fice of Management and Budget with legal justification which 
permitted the agency to operate its activities from a separate 
working capital fund. An official of the Service advised us 
that the foregoing areas have been resolved and that the de- 
sign description is being updated to reflect current design 
changes. Predicated on our concurrence of the design change, 
the Department plans to request design approval in fiscal 1980. 



Department of Defense 

The Department has completed a review of its accounting 
systems which brought about a net reduction of 19 systems 
subject to approval. The reduction, due primarily to dele- 
tions and consolidations by major components, is as follows: 

As of 
g/30/78 g/30/79 Net reduction 

Air Force 34 29 5 

Army 22 17 5 

Navy 60 54 6 

Defense agencies 21 18 3 - 

Total 137 118 19 _ - 

During fiscal 1979, the Department secured our approval 
of eight accounting system designs. In addition, we approved 
only the fund control aspects of six Defense accounting sys- 
tems (not counted as approved designs). A total of 70 system 
designs, or 59 percent, have now been approved. The Depart- 
ment's schedule for the 48 unapproved systems is as follows. 

To be approved after 1980 
To be approved Under 
in fiscal 1980 In operation development 

Air Force 3 1 1 

Army 3 2 2 

Navy 4 12 8 

Defense 
agencies 5 4 3 _ - - 

Total 15 19 14 = z = 

The major problems between the Office of the Secretary of 
Defense and us that we identified in last year's report have 
been resolved. 1/ However, not all the Defense components 
have accepted tEe policy directives issued by the Office of 
the Secretary of Defense. Even after some of the military 
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services accepted the policy changes, certain systems are not 
targeted for submission for another 5 years. This applies 
to some of the largest and most important systems. We are 
working with Defense to try to shorten the time estimated to 
submit designs of its unapproved systems in operation. 

Department of the Air Force 

Accounting systems subject to approval 29 

Accounting system designs approved 24 

Unapproved systems 5 

During fiscal 1979, three Air Force accounting systems 
were approved: the Central Procurement System and the Finan- 
cial Inventory Accounting Systems for Investment and for Stock 
Fund Items. 

The General Accounting and Finance System is still ham- 
pered by major deficiencies in property and cost accounting, 
and the Air Force has not yet decided how to redesign its 
Depot Maintenance Industrial Fund System. 

General Fund Systems 

This year we were able to approve the fund control 
aspects (allotment/obligation accounting) of the General 
Accounting and Finance System, but the proprietary aspects 
(property, general ledger, accrual, and cost accounting) re- 
main unapprovable. The designs for the departmental, com- 
mand, and base level systems were returned to the Air Force 
for updating and revision to comply with the requirements of 
Title 2 of the GAO Manual. The Air Force plans to resubmit 
one system design to accommodate accounting for all three 
levels. 

To be acceptable, this revision must include satisfactory 
changes in the design of the general ledger and the pro forma 
entries, plus adequate procedures for accrual accounting, 
property accounting including depreciation; the redistribution 
of expenses to responsibility centers; expensing at time of 
use rather than delivery; and the concept of the accounting 
system revolving around the general ledger. 

Industrial Fund Systems 

The Air Force is undecided about its Depot Maintenance 
Fund system. It is committed to a complete redesign but is 
unsure of the type of new design or how many months or years 
it will take to develop. 
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Defense Integrated Financial System 
For Foreign Military Sales 

During the past 3 years, we have issued a number of 
reports on the Department of Defense Foreign Military Sales 
Program. These reports cited the problems of not recovering 
full cost for goods or services sold, poor financial control, 
and the nonexistence of a cohesive accounting system to con- 
trol and support the foreign military sales program. 

In 1976, we recommended that the Department consolidate 
the fragmented accounting for foreign military sales into 
one accounting system. In June of 1977, the Assistant Secre- 
tary of Defense (Comptroller) issued a memo to Military 
components requiring the development of a financial system 
that would have several objectives, among them: 

--Provide an integrated accounting and financial system. 

--Ensure that the Foreign Military Sales Trust Fund 
Accounting and the accounting of the performing 
military components are fully interfaced. 

--Ensure compliance with all requirements for the admin- 
istrative control of funds and provide a Trust Fund 
Accounting System that will meet our requirements. 

The Department of the Air Force was assigned to develop 
and implement this system. However, the system will appar- 
ently not be ready for submission to us for evaluation until 
late 1981. At this time we are unable to determine whether 
this system will meet our requirements and the objectives 
mandated by the Secretary of Defense. 

We are projecting approval in fiscal 1980 of three Air 
Force systems. The Air Force does not expect to secure ap- 
proval of the other two unapproved systems until subsequent 
fiscal years. 

Department of the Army 

Accounting systems subject to approval 17 

Accounting system designs approved 10 

Unapproved systems 7 

In fiscal 1979, we approved the designs of the Standard 
Army Civilian Payroll System and the Program and Fund Distri- 
bution Control System. 

12 



The Army has undertaken the design and development of 
new accounting systems that will replace unapprovable existing 
appropriation accounting systems. The Army is committed to 
creating a small family of integrated systems to be used 
throughout the Army that will conform with the statement of 
accounting principles and standards we approved in June 1973. 
The systems will utilize a general ledger structure currently 
being developed by a Department of Defense task group for 
application throughout the Defense components. 

This will require a substantial, long term effort by the 
Army. Our representatives are keeping informed of the prog- 
ress being made and are available for technical consultation. 
We are also cooperating with the Army on a number of other 
systems in an effort to obtain complete and adequate design 
description to use as a basis for our evaluation and approval. 

At September 30, 1979, we were informally evaluating 
incomplete designs of the following systems: 

--Standard Depot Management Information System-- 
Industrial Fund. 

--Transportation Disbursing and Reporting. 

--Army Retired Pay. 

--Reserve Components Pay. 

Also, we were evaluating portions of the new Program Budget 
Accounting System. 

In September 1979, the Army received the conclusions and 
recommendations resulting from a contractor's 2-year study of 
the Army's financial management systems. We concur with most 
of the report's observations and recommendations and urge man- 
agement's support and participation in their implementation-- 
necessarily a long term effort. The redesign of the Army's 
systems to create a rational basis for satisfying control and 
information requirements at all levels of management is essen- 
tial. As the report points out, management must broaden the 
scope of its financial management concern and interest by 
learning how to effectively use the information that could 
become available. 

We anticipate the Army will secure approval of 3 of its 7 
unapproved systems in fiscal 1980 and 4 in 1981. (See 
app. II.) 
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Department of the Navy 

Accounting systems subject to approval 54 

Accounting system designs approved 30 

Unapproved systems 24 

Development of adequate accounting procedures for the 
capitalization of fixed assets (fast payback items) permitted 
us to approve two Navy Industrial Fund accounting system 
designs in fiscal 1979. In addition, we were able to approve 
the accounting system design for the military pay appropria- 
tion after the Navy agreed to correct accrual accounting prob- 
lems. 

The Navy has taken steps to design and implement standard 
accounting system designs for civilian pay and for its re- 
search, development, test, and evaluation laboratories. The 
success of these two actions will depend on the Naval Comp- 
troller Office's wiilingness to take a firm position and pre- 
scribe a total system design which cannot be modified at lower 
levels. 

We do not expect the Navy to make progress in its efforts 
to standardize financial systems until it consolidates the 
accounting design and maintenance functions at the Comptroller 
level. The present philosophy is that the Naval Comptroller 
should establish general policies and procedures and the vari- 
ous Naval commands and bureaus develop individual financial 
systems recognizing the general policies and procedures. This 
concept is not conducive to efficient use of resources and 
cannot provide assurance that comparable financial information 
is used throughout the Navy. 

Only 4 of the 24 unapproved systems appear likely to be 
approved during fiscal 1980. Approval of the system designs 
will depend on their timely submission and on the solution of 
any problems which may be found during our evaluation. 

One of these systems --the Military Sealift Command ac- 
counting system-- was the subject of Department of Defense 
1980 appropriations hearings. Q' One phase of the hearings 
concerned the Command's present disbursing procedures. As 
part of our evaluation, we plan to assure ourselves that 
these procedures comply with existing legal and GAO require- 
ments before approving the system design. 

L/"Hearings Before a Subcommittee of the Committee on Appro- 
priations, House of Representatives, 96th Congress, First 
Session," Part 8, pp. 343-471. 
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Seven of the Navy's systems, including some of the 
largest and most important, will not be ready for our ap- 
proval sooner than 5 years from now. This delay is caused 
primarily by the property accounting and cost accounting prob- 
lems we raised 2 years ago and which remain unresolved. The 
Navy has begun work to resolve these two major problems by 
establishing a task force to take a new look at the Navy's 
entire financial and accounting systems. Once this task force 
determines the parameters and objectives these accounting sys- 
tems must meet to comply with GAO requirements, this framework 
will be turned over to a contractor for final system design 
and modification. The goals are ambitious, and much work 
needs to be done before Naval system designs will meet our 
principles and standards and qualify for approval. 

The Integration of Disbursing and Accounting (IDA) repre- 
sents an opportunity for standardization in the Navy. How- 
ever, before the IDA project can be endorsed by GAO, it must 
consider the accounting issues mentioned above and these is- 
sues must be resolved and incorporated into the accounting 
systems that will be supported by IDA. 

Department of Defense aqencies 

Accounting systems subject to approval 18 

Accounting system designs approved 6 

Unapproved systems 12 

Approval of accounting systems in the defense agencies 
has been adversely affected by the delay in resolving the 
Defense-wide accounting problems mentioned in our 1978 report. 

Four of the five systems submitted for our evaluation be- 
fore fiscal 1979 remain unapproved because of the two major 
problems involving accounting control over property and the 
accumulation of the cost of operations. In February 1978 we 
wrote to the Defense officials responsible for the four ac- 
counting systems affected by the Defense-wide accounting prob- 
lems and requested that they each take the necessary action 
to conform with Defense policies. Even though representatives 
of the Office of the Assistant Secretary of Defense (Comp- 
troller) concurred with this proposal, only the Defense Intel- 
ligence Agency took action'to modify its system design. We 
anticipate that this system will be approved in fiscal 1980. 

The other system submitted before 1979 was not approved 
because of inadequate description and agency delay in submit- 
ting the necessary revisions. The Defense Communications 
Agency submitted the necessary data for the Defense 
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Communications Services Industrial Fund late in fiscal 1979 
and we have resumed our evaluation. We anticipate that this 
system will be approved in fiscal 1980. 

The designs for the Base Operating Supply and the Foreign 
Military Credit Sales Systems were submitted in fiscal 1979 
by the Defense Logistics Agency and the Defense Security 
Assistance Agency, respectively, and we anticipate that both 
systems will be approved in fiscal 1980. The Defense Mapping 
Agency system will also likely be approved in fiscal 1980. 

Based on present target dates, it will be at least 4 
years before all defense agency accounting systems are ap- 
proved. 

Department of Enerqy 

Accounting systems subject to approval 6 

Accounting system designs approved 4 

Unapproved systems 2 

Except for accounting being done by its power marketing 
administrations, the former Energy Research and Development 
Administration's (ERDA's) accounting system is being used 
throughout the Department of Energy. Our March 1963 ap- 
proval of the former Atomic Energy Commission's accounting 
system design was transferred to ERDA. However, because of 
the significant time lapse, this approval was not likewise 
transferred to the Department of Energy. 

The Department, therefore, has one Department-wide ac- 
counting system, plus five accounting systems used by its 
power marketing administrations (four of those systems are 
approved; only the Alaska Power Administration system is not). 
The departmental system may eventually be divided into several 
component systems as the Department progresses in its systems 
development and maintenance effort. 

We have worked closely with the Department during the 
past fiscal year in developing an acceptable statement of 
accounting principles and standards. This effort is almost 
complete. The primary problem is that ERDA increased its 
property capitalization minimum to $500 in 1976 without our 
approval. The Department has indicated that once its ac- 
counting principles are approved, it will begin working to- 
ward submitting its accounting systems. Firm target dates 
have not been established. 
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Department of Health, Education, and Welfare IJ 

Accounting systems subject to approval 31 

Accounting system designs approved 6 

Unapproved systems 25 

None of this Department's accounting system designs was 
approved during fiscal 1979. Only one --the Office of Educa- 
tion (now part of the Department of Education)--was scheduled 
for approval but could not be approved because the system does 
not provide information on the full cost of operations and 
because the automatic data processing aspects of the system 
design have not been submitted for evaluation. The designs 
for three other systems (the Health Services Administration, 
the Office of the Assistant Secretary for Health, and the 
Alcohol, Drug Abuse, and Mental Health Administration) have 
been submitted and the evaluation substantially completed, 
but approval could not be granted because the systems do not 
provide complete cost information. We are presently evaluat- 
ing the design of the Social Security Administration system. 

We reported last year that attempts to resolve the cost 
accounting issue as it relates to the Health Services Admin- 
istration and its hospital operations had been unsuccessful. 
The specific issue is that the Health Services Administration 
accounts for personal services as an expenditure during the 
period they were paid for rather than the period during which 
the work is performed. As a result, during periods when no 
work is performed the costs are overstated, and during periods 
when work is performed the costs are understated. 

It became apparent this fiscal year that, with the pos- 
sible exception of revolving fund activities, none of the 
Department's administrative systems are capable of producing 
the type of cost information required for approval. Although 
the Department accounts for some of its costs properly, it 
feels that to account for personal services expenses in the 
manner we require would not be cost effective and would create 
information it feels it does not need. We disagree. Under 
the method the Department now uses to record and report per- 
sonal services! the information is misleading. For example, 
an activity or project could have an increase in productivity 
but the report could show a decrease in productivity because 
the cost per unit would increase instead of decrease. 

l/On May 4, 1980, this Department was reorganized into two 
separate departments --Department of Health and Human Serv- 
ices and Department of Education. 
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We have continued to work with the Department to resolve 
the problems but have not yet succeeded. Without provision 
for adequate accounting on a cost basis we cannot assure the 
Congress that any of the Department's appropriated fund 
accounting systems can be approved in the near future. The 
Department has undertaken an effort to develop a prototype 
accounting system (discussed below) to be implemented by all 
of its components. We feel that this system development proj- 
ect offers an excellent opportunity to incorporate the kind 
of cost accounting and reporting which we require. However, 
the Department has not yet assured us that this incorporation 
will occur. 

In November 1978 the Secretary of Health, Education and 
Welfare directed that .a new grant and financial accounting 
system be developed for all agencies of the Department. The 
system would either be installed as a new system or incorpo- 
rated into the agencies' present systems. The new design is 
expected to correct basic limitations and recurring deficien- 
cies in existing systems. 

Because of the new design, the Department's systems 
development and approval effort in the immediate future is 
planned as follows. A revised statement of accounting prin- 
ciples and standards for the Department will be prepared and 
is expected to be submitted for approval in fiscal 1980. A 
Department-wide standard accounting manual, related users 
guide, and automated data processing detailed system design 
specifications will be developed and are expected to be sub- 
mitted for approval in December 1980. 

Each agency of the Department will prepare accounting 
requirements to be added to the standard accounting manual, 
the related users guide, and the automated data processing 
specifications to cover any aspects of its operations which 
are unique and not covered in the standard system design. 
These requirements will be separately submitted for approval 
by each agency. Target dates for these submissions have not 
yet been established. Automatic data processing program docu- 
mentation for the "core" system is also expected to be sub- 
mitted in December 1980. 

Although accounting for the Department's working capital 
fund will be incorporated as part of the new accounting system 
for the Office of the Secretary, accounting systems for other 
revolving-fund-type operations within the Department will not 
be affected by the new system. Program benefit payment and 
related program operation systems will likewise not be 
affected. 



An agreement was signed in June 1976 providing for a 
joint Social Security Administration, Office of the Secretary, 
and GAO project to further Social Security's preparation, re- 
view, and approval effort. This agreement was extended to 
the Health Care Financing Administration to cover systems 
which were transferred to it from the Social Security Admin- 
istration durng fiscal 1977. One of the provisions of this 
agreement was for us to provide these agencies with review 
guides to use in describing the designs of their program bene- 
fit payment and related systems. During the past fiscal year, 
we developed review guides specially designed to apply to 
five program-related systems of these agencies. The review 
guide for one remaining system identified as part of the 1976 
agreement will be completed during fiscal 1980. Now that most 
of the guides have been provided, we anticipate that these 
systems should begin to be submitted during fiscal 1980. 

The Social Security Administration has progressed well 
during the past fiscal year in documenting its administrative 
accounting system for our evaluation. If the present level 
of effort continues, we anticipate that Social Security's 
administrative accounting system may be approved by September 
1980. 

In June 1979, the Secretary of Health, Education, and 
Welfare reemphasized to us that approval of accounting sys- 
tems continues to have a high priority. The Department's new 
accounting system development effort is ambitious and will 
result in delaying approval of some accounting systems. The 
Department has closely monitored progress of the project to 
see that the target dates presently established for submis- 
sion are met. This activity should be continued by the two 
successor departments as well as expanded to see that the 
unique features to be provided by individual agencies are 
submitted promptly. We have also encouraged consultation 
with us during development of the new system so that concepts 
involving issues in critical areas, such as adequate account- 
ing for costs, may be mutually agreed upon early. Submis- 
sion of systems not affected by development of the new system 
should be aggressively pursued by the Department during fis- 
cal 1980. 

Department of Housing and Urban Development - 

Accounting systems subject to approval 

Accounting system designs approved 

Unapproved systems 
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At the present time, the Department has two system 
designs subject to approval --the general accounting system 
and the payroll system. The general accounting system was 
originally approved in April 1970 and the payroll system de- 
sign is currently being evaluated by our staff. 

The Department plans to update the design of its approved 
general accounting system and has identified five areas of 
accounting which are or will be redesigned and implemented 
to replace the general accounting system--mortgage insurance, 
assisted housing, grant/loans, general accounting and adminis- 
tration, and payroll. 

The Mortgage Insurance system is subject to the Cor- 
poration Control Act and therefore will not be approved. We 
consider the other systems as redesigns of the 1970 approved 
general accounting system. As the systems are designed, the 
number of accounting systems subject to approval in the De- 
partment will be increased, 

We are currently working with the Department on the de- 
sign of its new payroll system which is entitled, "Terminally 
Operated Payroll and Personnel System." However, the Depart- 
ment has been unable to devote adequate staff to documenting 
the design. For example, we do not have some portions of 
the documentation which would satisfy our automatic data proc- 
essing requirements. In addition, the Department has not yet 
fully resolved some of the concerns we expressed in our 1975 
report concerning the use of predetermined control totals 
in processing documents. We are also working with the Depart- 
ment to resolve questions we have concerning control over 
the handling of documents from its various organizations. 

The payroll system also employs an early cutoff date for 
approval of time and attendance documents. We are working 
with the Department's staff to resolve this problem but as 
of this date a final solution has not been reached. 

If we can resolve these problems and are assured that 
the Department's Inspector General has satisfied his concerns 
with this system, we hope to be able to approve the payroll 
system before the end of fiscal 1.980. We have received no 
target dates for the submission l~f the Department's other 
accounting systems. 

Accounting systems subject to approval 

!lccou:lting system designs approved 

Unapproved systems 
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13 

10 
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During fiscal 1979, the Department secured approval of 
one accounting system design --the Office of the Secretary 
system --thus reducing the number of its unapproved systems to 
three. 

For the past several years we have been reporting the 
Department's slow progress in getting its accounting systems 
approved. We believe the principal reasons for the slow 
progress have been the lack of adequate staffing and the lack 
of leadership and concern. During 1979, the Department took 
steps to remedy its slow progress. 

After a meeting with the Comptroller General, the Under 
Secretary gave priority to improving the three unapproved 
accounting systems and placed them in a special tracking sys- 
tem to monitor their progress. However, unless additional 
staffing is assigned, the three systems will not likely 
qualify for approval by the end of fiscal 1980. 

Department of Justice 

Accounting systems subject to approval 12 

Accounting system design approved 11 

Unapproved systems 1 

The Law Enforcement Assistance Administration's Law En- 
forcement Education Program Notes Receivable accounting system 
design was approved in September 1979. Only the Bureau of 
Prisons' Commissary accounting system remains unapproved. 

Accounting requirements for the Department's working cap- 
ital fund have been submitted and are being evaluated, These 
requirements are expected to be approved during fiscal 1980 
as an enhancement to the Legal Activities and General Admin- 
istration accounting system design. The working capital fund 
has therefore been deleted as a separate entity from the 
Department's list of accounting systems subject to approval. 

We reported last year that the Bureau of Prisons' Commis- 
sary accounting system was scheduled for submission in 1981. 
The Department has informed us that submission will be delayed 
until July 1983 because of increased workloads and diminishing 
resources. We regret that another 4 years will lapse before 
all of this Department's accounting systems can be approved. 
We will work with the Department in an effort to submit the 
system earlier. 

Department of State 

Accounting systems subject to approval 9 
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Accounting system designs approved 5 

Unapproved systems 4 

Progress in securing approval of the large and complex 
departmental accounting system has been very slow. The De- 
partment has attempted to redesign the system with its own 
employees, but because of a lack of sufficient professional 
staff and other priorities requiring the use of the staff, 
progress has been slow. However, we are encouraged with the 
plans made and actions taken during fiscal 1979 to develop 
the Department's accounting system for approval. 

Specifically, the Department has initiated action to 
obtain contractor services to design and develop the system 
and recruit added professional staff who will be responsible 
for managing the contractor's efforts. Approval of the system 
is expected in fiscal 1982. 

Also, during the fiscal year, design effort commenced 
on a cost accounting system for the Foreign Service Institute. 
A contractor has been developing the system design which is 
expected to be approved in fiscal 1980. 

The Department also plans by fiscal 1981 to develop the 
design of an approvable system to pay its employees at Eastern 
Hemisphere posts. 

During the fiscal year the Agency for International De- 
velopment, with the assistance of a contractor, developed 
and updated its accounting principles and standards statement. 
Approval was given in July 1979. 

The agency also hired a contractor who evaluated the 
structure of the existing accounting systems and prepared a 
conceptual framework which will serve as the nucleus for a 
design that will be developed and submitted for approval 
during fiscal 1982. 

Pursuant to the President's Reorganization Plan #2 of 
1979, the International Development Cooperation Agency was 
created as an independent agency effective October 1, 1979. 
It is the parent organizatifin Y:jr the Agency for Interna- 
tional Development and t-h, Qvers~as Private Investment COr- 
porat.ion n These agencies <.?re no longer affiliated with the 
wp31:tnent of st.a+:e.. 

The Agenciy Ersr International Development provides ac- 
(i #I-, '..i 1'1 L ing and payr;rll services to the International Develop- 
EJ '1;. F" t cooper at. ion kgen:y . 
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Department of Transportation -- - 

Accounting systems subject to approval 8 

Accounting system designs approved 7 

Unapproved systems 1 

The accounting system for the Federal Aviation Adminis- 
tration is the only unapproved system in the Department of 
Transportation. In June 1974, the Federal Aviation Admini- 
stration awarded a contract for the design of a new account- 
ing system, which was ,to perform all of the agency's general, 
prwerty, and cost accounting. In 1977 the contractor ceased 
work without completing the design and the agency decided to 
complete the work in-house. Little progress has been made 
since that time. We met with Federal Aviation officials sev- 
eral times during the past year to encourage them to complete 
the design. The lack of progress persisted, however, until 
Transportation officials provided leadership for the project. 
At yearend, a plan for completing the design was being devel- 
oped. 

We believe that a principal reason for the lack of prog- 
ress on the accounting system was the diversion of resources 
to the development of a new payroll system. The Federal Avi- 
ation Administration installed the payroll system at several 
locations during the past year and plans to install it at 
the remaining locations in 1980. Contrary to our preferred 
procedures, the agency did not submit the payroll system de- 
sign for our approval before the system was implemented. We 
believe that a system should not be implemented before the 
design is approved, because after the system is implemented 
it can be very expensive to make changes that may be necessary 
to meet our requirements. 

The Coast Guard is designing at least two systems to re- 
place the accounting system we approved in 1951. One of 
these systems, a centralized military pay system, has been 
under development for a number of years and is expected to be 
implemented in mid-1980. The other system, 
ized accounting system, 

a highly computer- 
has been under development for a short 

period and is expected to be completed in 1981. 

Department of the Treasury 

Accounting systems subject to approval 

Accounting system designs approved 

Unapproved systems 
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The Department of the Treasury has implemented its new 
Office of the Secretary segment of the Department-wide Payroll 
Personnel Information System. Although the Department ulti- 
mately envisions a single payroll system, it is currently op- 
erating payroll systems at two locations. The documentation 
for the payroll system encompassing bureaus other than the 
Internal Revenue Service and processed on a computer located 
in San Francisco was informally submitted to us in March 1979. 

The Internal Revenue Service is continuing to operate a 
payroll system for its employees under its approved adminis- 
trative accounting system. The Service plans to convert its 
payroll system to a new computer during calendar 1980 and 
will begin documenting the system after the conversion is 
completed. Enhancements to the system will begin in 1981. 
Because of potential problems in conversion and because the 
extent of the enhancements is not yet known, a target date 
for submission of the system has not yet been established. 

The design for the Bureau of the Mint's bullion and mon- 
etary accounting system has been submitted and is being evalu- 
ated. Approval is expected by September 1980. 

The Customs Service developed a requirements package for 
a redesign of its administrative appropriation/cost accounting 
system. It has awarded a contract to design, program, and 
assist in implementing the appropriation/cost accounting sys- 
tem. The majority of the contract work is to be performed 
during fiscal 1980. 

Appropriations have been authorized for administrative 
expenses for international affairs activities of the Depart- 
ment. These expenses were formerly paid from the Exchange 
Stabilization Fund. Accounting for the expenses under an 
appropriation will be handled with a separate general ledger 
under the Office of the Secretary's administrative accounting 
system approved in June 1969. 

Since October 1, 1978, the Bureau of Engraving and Print- 
ing has been authorized under Public Law 95-81 to finance the 
acquisition of new equipment and to increase its working cap- 
ital through surcharges to customer agencies. A position 
paper was drafted on accounting for surcharges by the bureau 
staff and informally submitted during fiscal 1979 to the De- 
partment's Office of Audit and to us for comments. As a 
result of comments made, additional work is being performed 
in the Bureau and it expects that the accounting system 
changes will be informally submitted for review in fiscal 
1980. 
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Federal Mediation and Conciliation Service 

The Service's statement of accounting principles and 
standards was approved in December 1969. Numerous planned 
target dates for submitting the system design to us have 
been established but have not been achieved. 

According to the Service's Director of Administration, 
reductions in the financial management staff contributed to 
the Service's inability to complete and informally submit its 
accounting system design documentation to us during fiscal 
1979. A staff change is being made in early fiscal 1980, 
and high priority is to be given to informal submission of 
the design by the last quarter of fiscal 1980. 

In view of past slippage, we believe a firm commitment 
of resources to the system design documentation and submission 
is needed to assure that further slippage does not occur. 
Without such a commitment we are skeptical that the Service's 
system will be approved soon. 

General Services Administration 

Accounting systems subject to approval 9 

Accounting system designs approved 3 

Unapproved systems 6 

All accounting in the General Services Administration was 
originally approved as one system in June 1965. Later, Gen- 
eral Services redesigned and submitted its payroll system 
which was approved in April 1973. The accounting system for 
the Federal Building Fund was approved in September 1977. 

The accounting system for the Federal Building Fund util- 
izes the automated data processing aspect of the National 
Electronic Accounting and Reporting system. On a selective, 
sequential basis, the system is being incorporated into Gen- 
eral Service's eight other accounting systems. These systems 
and their targeted dates of approval or reapproval are shown 
in appendix II. The accounting system for the General Supply 
Fund will cover four revolving funds: administrative equip- 
ment, supply operations, motor pool, and personal property 
rehabilitation and repair.. 

We anticipate that the statement of principles and stand- 
ards for the General Services Administration, the redesign 
of the Appropriation Accounting system, and the accounting 
system design for the Automated Data Processing Revolving 
Fund can be approved in fiscal 1980. 
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National Labor Relations Board 

In April 1979, the Board furnished for our review a 
revised accounting principles and standards statement. The 
Board is redrafting the statement in response to our review 
comments. We believe the Board's efforts will culminate in 
reapproval of its accounting principles and standards state- 
ment in fiscal 1980. 

The Board's accounting system design remains unapproved 
since 1972 when it was originally targeted for submission. 
Its submission for approval has been postponed at least nine 
times. 

The most recent slippage came when experienced personnel 
assigned to the accounting system effort retired and the 
remaining personnel were assigned to other priority accounting 
projects. In an attempt to get the accounting system design 
approved --now targeted for fiscal 1981--the Board has taken 
or will take action's to (1) recruit additional accounting 
professional staff, (2) establish a new accounting organiza- 
tional unit dedicated to getting the accounting system design 
ready for formal submission, and (3) develop separate designs 
for its payroll and general accounting operations; each de- 
sign will be independently submitted to the Comptroller 
General for approval. In our opinion, the Board must adhere 
to and implement its current plans to assure systems approval 
in fiscal 1981. 

Veterans Administration 

Accounting systems subject to approval 8 

Accounting system designs approved 7 

Unapproved systems 1 

We reported last year that target dates for approval of 
the Veterans Administration's one unapproved system--the com- 
pensation, pension, and education benefits system--have con- 
sistently slipped. The target date has again been pushed 
back 2 years. We were advised last year that the system would 
be submitted for approval in 1981. This year the date has 
slipped to 1983. 

We believe that the responsibility for developing the 
system should be assigned at a higher organizational level 
in the agency so that a more concentrated effort to complete 
the design can be made. The three service areas-compensation, 
pension, and benefits --would apparently be better coordinated 
if the responsibility for the design were placed with the 
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chief benefits director in the department of veterans benefits, 
whose area of responsibility encompasses the three service 
areas. 

District of Columbia government 

Public Law 94-399, approved September 4, 1976, created 
the Temporary Commission on Financial Oversight of the Dis- 
trict of Columbia and assigned it the responsibility for im- 
proving the District government's accounting and other fi- 
nancial management systems. Public Law 95-386, approved 
September 26, 1978, assigned the Commission the responsibility 
for auditing the District government's financial statements 
for fiscal 1980 through 1982. The Commission's work is to 
be done by contractors. 

Public Law 94-399 requires the Comptroller General to 
approve, disapprove, or modify plans and designs prepared by 
the Commission's contractors. The law requires the Comptrol- 
ler General to submit each plan and design to the Congress 
within 60 days after he receives it and after he consults 
with the Commission. The law further provides that plans and 
designs approved or modified by the Comptroller General will 
become a part of the District government's financial planning, 
reporting, accounting, control, and operating procedures. 
Plans and designs disapproved by the Comptroller General can- 
not become a part of the District government's procedures 
unless the Congress adopts a concurrent resolution overriding 
the action of the Comptroller General. 

Contrary to the provisions of Public Law 94-399, the Com- 
mission and the District government decided to implement 
systems developed by the Commission's contractors before ob- 
taining GAO or congressional approval of the system designs. 
During fiscal 1979, the District government implemented part 
of a cash management system, a water and sewer billing system, 
and a hospital information and billing system. The Executive 
Director of the Commission informed us that the systems were 
not approved because he believed the approval process would 
delay implementation. 

The Commission and the District government plan to imple- 
ment two additional unapproved systems early in fiscal 1980. 
The central financial management system is to be implemented 
on October 1, 1979, and the traffic ticket control system 
is to be implemented in November 1979. We pointed out the 
problems that could result from prematurely implementing the 
various system designs, particularly the central financial 
management system design. 
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At the end of fiscal 1979, the Commission's contractors 
and subcontractors were developing a cash collection sub- 
system, welfare eligibility system, and health care services 
billing system. In addition, the Commission planned to award 
contracts early in fiscal 1980 for the development of a supply 
management system and improvements in the tax systems. 

The District government has not yet determined how many 
systems it will have that will be subject to our approval 
under the Accounting and Auditing Act of 1950. These systems 
will not necessarily coincide with the plans and designs that 
are being developed under Public Law 94-399. We expect the 
District government to determine in calendar 1980 the number 
of systems subject to approval under the 1950 act and begin 
documenting the systems. The number of system designs that 
can be submitted next year for our evaluation will depend 
largely on how well the Commission's contractors document 
the systems they are developing. The District government 
will need to prepare a large amount of documentation if the 
Commission continues to permit its contractors to prepare 
designs that do not meet our requirements. We have brought 
this matter to the attention of the Commission's Executive 
Director on several occasions and are working with the Com- 
mission staff and District government officials to improve 
coordination of their efforts. 
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CHAPTER 4 

REVIEWS OF ACCOUNTING SYSTEMS 

AND RELATED ASPECTS OF FINANCIAL MANAGEMENT 

In addition to approving executive agencies' accounting 
systems, section 112(c) of the Accounting and Auditing Act 
of 1950 requires us to review both approved and unapproved 
accounting systems of executive agencies from time to time. 
In these reviews we determine whether the accounting and 
related financial management operations are carried out effi- 
ciently, effectively, and economically, and whether the 
operations conform to (1) the principles, standards, and re- 
lated requirements prescribed by the Comptroller General and 
(2) the approved system designs. We evaluate the usefulness 
and accuracy of information provided to management and the 
Department of the Treasury and the effectiveness of internal 
controls over receipts and expenditures, assets and liabili- 
ties, and obligations of appropriations. 

Section 113(a)(3) of the act requires the heads of execu- 
tive departments and agencies to provide appropriate internal 
audit of their systems of accounting and internal control. 
Internal audit responsibilities include determining whether 
financial operations are conducted properly and whether fi- 
nancial reports are presented fairly. Proper conduct of finan- 
cial operations requires compliance with the principles, 
standards, and related requirements for accounting prescribed 
by the Comptroller General. 

The act directs us to report the results of our reviews, 
as appropriate, to the Congress, the heads of Federal execu- 
tive agencies, the Director of the Office of Management and 
Budget, and the Secretary of the Treasury. When requested 
by committee chairmen and individual members of the Congress, 
we review accounting systems and financial management matters 
and report the results to the requestor. Of our 30 reports 
issued in fiscal 1979, 11 were made in response to congres- 
sional requests. Whenever our reports contain recommendations 
to the head of an agency, section 236 of the Legislative Re- 
organization Act of 1970 requires the agency to respond to 
the House Committee on Government Operations and the Senate 
Committee on Governmental Affairs on actions taken on those 
recommendations. 

Our reviews in these areas were designed to foster the 
development, implementation, and use of agency financial 
systems that give managers and operating personnel the infor- 
mation needed to (1) efficiently, effectively, and economi- 
cally control public funds and resources and (2) use these 
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funds and resources to achieve agency goals at the least 
practicable cost. To meet these objectives, we concentrated 
aur audit efforts on evaluating whether 

--pricing, billing, and collection systems can assure 
that amounts owed the Federal Government are fully 
and promptly collected; 

--provisions for sound cash management exist in agency 
accounting systems; 

--internal controls over receipts and disbursements 
are adequate; 

--financial reporting systems disclose the result of 
Government operations and provide useful information 
to agency managers; 

--agency payroll systems ensure that employees are paid 
promptly and accurately; and 

--accounting systems prevent overobligation or overexpen- 
diture of appropriations. 

Generally, our reviews showed that improvements were 
needed in each of these areas. Therefore, we suggest that 
agencies examine accounting systems and related financial 
matters that we have not recently reviewed to assure them- 
selves that these deficiencies or others do not exist in 
their systems. 

The results of reviews on which we reported during fiscal 
1979 are summarized in the following sections. 

ADEQUACY OF PRICING, BILLING, 
AND COLLECTION SYSTEMS -- ---._ 

The primary objective of our work in this area is to 
determine whether agency accounting systems can ensure that 
amounts owed ttJe Federal Government are fully and promptly 
collected and can provide the necessary cost data to help en- 
sure that the Federal Government receives all amounts it is 
entitled to. 

In fiscal 1979, we issued 11 reports in this area dealing 
with foreign military sales, debt collection, loans, and oil 
and gas royalties. The findings, conclusions, and recommenda- 
tions contained in these reports are summarized below. 



Foreign military sales . ..-- 

In five reports on the Foreign Military Sales Program, 
we pointed out that (1) the Department of Defense continues 
to subsidize the program, (2) centralization of accounting 
and management functions is urgently needed, and (3) various 
problems exist with purchase agreements. These reports are 
discussed below. 

Improperly subsidizing the 
foreign military sales program-- 
a continuing problem 

Over the past 6 fiscal years, the Department of Defense 
has failed to recover up to an estimated $370 million for 
quality assurance services performed by the Government on 
items sold to foreign governments. In passing the Arms Ex- 
port Control Act of 1976, the Congress intended that indirect 
as well as direct costs of goods and services sold to foreign 
governments be recovered so that the foreign military sales 
program would not be subsidized by Defense appropriations. 

Over the past decade, we have issued numerous reports 
on the Defense Department's continued failure to recover 
all costs incurred for foreign military sales. The pri- 
mary causes for this failure have been (1) inadequate imple- 
mentation of Defense pricing policies by the military depart- 
ments and Defense agencies and (2) insufficient followup or 
monitoring by Defense policymakers of actual cost recovery 
practices. 

We recommended that the Congress require the Secretary 
of Defense to come forward with a plan for overcoming the 
foreign military sales problems discussed in the report. lo' 

We also recommended that the Secretary: 

--Reconsider our previous recommendation to assign 
specific responsibility for ensuring effective and 
consistent implementation of foreign military sales 
pricing policies to a new or existing organization. 

--Develop and implement practical procedures to recover 
the cost of Government-provided quality assurance. 

--Direct responsible organizations to make a reason- 
able attempt to identify and recover undercharges on 

&/FGMSD-79-16, Mar. 22, 1979. 



foreign sales resulting from nonrecovery of the cost 
of Government-provided quality assurance services. 

Failure to charge for 
normal inventory losses 

At the request of Senator Charles H. Percy, we reviewed 
the recovery of normal inventory losses in sales of inventory 
items to foreign governments to determine (1) the nature of 
inventory losses, (2) if Defense is properly charging foreign 
governments for inventory losses, and (3) whether the Arms 
Export Control Act should be further amended to require the 
recovery of inventory losses on sales of nonstock fund items 
not covered by supply support arrangements. 

We previously reported l-/ that Defense was losing mil- 
lions of dollars on sales to foreign governments because 
normal inventory losses were not being recovered. 

Although the military services have since identified al- 
most $600 million in inventory losses, foreign governments 
have not been charged for their share of losses as required 
by law; as a result the Government has lost millions of dol- 
lars. Also, these governments purchase hundreds of millions 
of dollars of items through sales for which the act does not 
require charges for inventory losses, thus creating a subsidy 
for foreign governments. 2/ 

We recommended that the Congress amend the Arms Export 
Control Act to require that normal inventory losses be re- 
covered on all sales to foreign governments from Defense 
inventories. We also recommended that the Secretary of De- 
fense direct that (1) uniform procedures for charging foreign 
governments for normal inventory losses be prescribed and 
(2) the military services make reasonable attempts to identify 
and recover undercharges. 

Efforts to charge for using government- 
owned assets for foreign military sales: 
marked improvement but additional 
action needed 

On July 28, 1978, the Chairman, Subcommittee on Investi- 
gations, House Armed Services Committee, requested that we 
review information furnished the Subcommittee by the Depart- 
ment of Defense, as well as other records, to assure that 

&/FGMSD-77-43, Sept. 8, 1977, and FGMSD-78-51, Aug. 25, 1978. 

z/FGMSD-79-31, May 15, 1979. 
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the Department is recovering all appropriate charges for the 
use of Government-owned assets used to produce items sold to 
other countries. The request resulted from a prior report on 
the Department's failure to charge for the use of Government- 
owned assets. A/ 

In a June 1, 1979, report to the Chairman, we stated 
that although the Department of Defense has made a marked 
improvement in its efforts to recover these costs, certain 
problems remain. Roughly $10 million has not been recovered 
because the cost of using Government-owned assets on sales 
from inventory has not been assessed for foreign countries. 
Also, weaknesses in accounting and billing systems exist. 

We recommended that the Secretary of Defense 

--closely monitor efforts to implement requirements con- 
cerning application of the asset use charge on sales 
from inventories, 

--require that all charges for use of Government-owned 
assets must be billed and collected including retro- 
active charges, and 

--require the military departments to take necessary 
actions to (1) improve their accounting procedures 
for asset use charges and (2) develop procedures for 
readily identifying foreign military sales items on 
contracts with U.S. contractors. 2/ 

Centralization: best long range solution 
to financial management problems of 
the foreign military sales program 

On August 16, 1978, the Chairman, House Committee on 
Appropriations, requested that we furnish the Committee an 
overview of the problems in accounting, billing, and collect- 
ing for the foreign military sales program and that we deter- 
mine what Defense is doing to correct its problems. 

In the past decade, we have issued over 30 reports 
covering a wide range of these problems. These problems have 
resulted in the failure to charge other governments hundreds 
of millions of dollars and the inability to properly account 
for what has been done with billions of their dollars. 

&'FGMSD-'77-20, Apr. 11, 1978. 

z/FGMSD-79-36, June 1, 1979. 
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In a May 17, 1979, report to the Committee, we painted 
out that improvements have been made and others may result 
from current Defense activities. However, major unresolved 
problems identified by Defense and noted during our review 
included the following: I/ 

--Defense's foreign military sales policies have not 
been uniformly implemented because each of the 
military departments has a different accounting 
system. 

--Disbursements made on behalf of foreign customers are 
not always reported in sufficient detail to enable 
a proper accounting to foreign countries on how their 
funds were spent. 

--Many echelons are involved in developing expenditure 
projections and projections are poor. 

--Defense does not have accounting systems which 
accurately assign to sales agreements these progress 
payments made to contractors for a foreign government. 

--The military departments and the Security Assistance 
Accounting Center are severely restricted in their 
ability to respond to new foreign military sales poli- 
cies because the number of experienced professional 
management personnel is limited. 

We recommended that the Congress require the Secretary of 
Defense to produce a plan for centralizing accounting and 
financial management of the military sales program. 

The House Committee on Appropriations agreed with our 
recommendation that foreign military sales accounting and 
financial management should be centralized. The Committee 
stated that because of the seriousness of the problems in 
terms of the amounts involved and the need to properly account 
to our foreign customers, Defense had until March 1980 to 
develop a plan for centralization. 

Financial and legal implication of 
Iran's cancellation of arms 
purchases agreements 

In letters of March 29, 1979, and April 30, 1979, re- 
spectively, the Chairman, Subcommittee on Limitations of 
Contracted and Delegated Authority, Senate Committee on the 

l-/FGMSD-79-33, May 17, 1979. 
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Judiciary, and Senator Donald W. Riegle, Jr., Senate Committee 
on the Budget, raised several questions about the (1) Iranian 
Government's cancellation of foreign military sales contracts, 
(2) legal requirements of the foreign military sales program, 
and (3) U.S. fiscal responsibility and liability for canceled 
contracts. In early 1979, the Iranian Government canceled 
and/or the Department of Defense reduced about $10.6 billion 
of Iran's about $12.6 billion in undelivered foreign sales 
orders. Additional reductions were anticipated. 

We reported that a separate reserve account for poten- 
tial termination costs was not maintained by the Defense 
Department. When Iran canceled over half of its undelivered 
foreign sales orders, a potential shortfall of $177 million 
was estimated. Based on a memorandum of understanding with 
the Iranian Government, Defense was trying to divert Iranian 
equipment to second buyers including the United States and, 
in the meantime, continued to make progress payments to con- 
tractors from the Iranian foreign military sales trust fund. 
As of June 30, 1979, the balance in the Iranian trust fund 
had gone from $640 million at the time of cancellation to 
about $112 million and was expected to reach zero shortly 
if a supplemental appropriation request was not approved. 

We found that the extent of the United States' liability, 
should Iran not pay its debts, had not been the subject of 
litigation and remained to be resolved in the courts. How- 
ever, based upon the contractual relationship between the 
United States and the Defense contractors, a court may well 
hold the United States liable to the contractors for their 
unpaid costs. 

We believe that the Congress should consider legislation 
to assure that liability does not fall on the United States 
in the case of future cancellations of foreign sales agree- 
ments. One way would be to amend the Arms Export Control 
Act to require that foreign customers pay in advance an amount 
sufficient to cover, at all times, all costs and damages, in- 
cluding potential termination costs. 

We recommended that, until the Congress has had an oppor- 
tunity to consider legislative changes, the Secretary of 
Defense should assure that adequate termination costs are 
included in foreign government payment schedules, as Defense 
now requires, and direct that amounts collected for potential 
contract termination be segregated in the trust fund. L/ 

L/FGMSD-79-47, July 25, 1979. 
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In August 1979, Defense reemphasized to the military 
services the need for determining and collecting termination 
liability reserves. In October 1979, we furnished various 
members of the Congress, at their request, specific legisla- 
tive language to amend the Arms Export Control Act. 

Debt collection 

The importance of timely and effective billing and col- 
lection procedures is recognized by the highest level of 
Government. The two reports summarized below emphasize the 
need for increased emphasis by management on debt collection. 

The Government can collect many 
delinquent debts by keepinq 
Federal tax refunds as offsets 

We reported that individuals and businesses owe the Gov- 
ernment about $80 billion in accounts, notes, and loans 
receivable and that amount keeps growing. Under current col- 
lection practices, Government agencies write off as uncollec- 
tible many nontax receivables which are not in dispute but 
which are expected to cost more to collect than the amount 
recovered. The value of Government receivables that were 
written off has increased rapidly in recent years and exceeded 
$400 million in fiscal 1978. 

In a March 9, 1979, report to the Congress h/ we sug- 
gested that one way of collecting many debts currently written 
off as uncollectible is to reduce future taxpayer refunds 
by the amount the taxpayer currently owes the Government. 
Our review of uncollectible claims of several agencies indi- 
cated that about 30 percent of those receivables could be 
collected economically by offset against Federal income tax 
refunds in the next 2 years. 

We recommended that the Commissioner of Internal Reve- 
nue implement procedures which: 

--Provide for agencies to refer delinquent receivables 
to Internal Revenue after agencies have exhausted all 
collection procedures open to them. 

--Screen Federal income tax refunds against these delin- 
quent debts and withhold all or the available part 
of any refunds due to satisfy the delinquent debts. 

L/FGMSD-79-19, Mar. 9, 1979. 
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Before beginning the test, the Commissioner of Internal 
Revenue should advise the Congress of the agency's goals, 
time frames for achieving them, methodology, and approach. 

We also recommended that the Congress provide any fund- 
ing that may be necessary for Internal Revenue to obtain the 
staffing necessary to accomplish the additional workload im- 
posed by testing and adopting our recommended collection 
method. 

The Government needs to do a -. 
better job of collecting amounts 
owed by the public 

This report deals with accounts receivable due the Gov- 
ernment from the public. Those accounts receivable have in- 
creased from $10.4 billion in 1973 to $14.6 billion in 1977. 
Most Government agencies did not take prompt and aggressive 
collection action on delinquent accounts receivable nor adhere 
sufficiently to prescribed collection procedures. 

In a report to the Congress we pointed out many problems 
in recording, billing, and collecting amounts receivable, 
including: 

--Errors of $1.5 billion were made in recording and re- 
porting accounts receivable. 

--Delinquent accounts were not promptly identified for 
followup action. 

--Followup efforts were inadequate. 

--The fact that administrative costs of collection ac- 
tions were not known may have resulted in collection 
action being suspended prematurely on some accounts 
and excessive costs being incurred in attempts to col- 
lect others. 

Most agencies either made no provision for uncollectible 
receivables or the amount established was inadequate. Errors 
in recording and reporting accounts receivable were due pri- 
marily to a need for increased management attention to ac- 
counting system problems, more specific guidance for record- 
ing and reporting amounts,. and increased internal audit 
coverage of financial operations. 
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We recommended that the Director, Office of Management 
and Budget, 1/ in concert with the Department of the Treasury 
issue guidel-?nes providing that Government receivables bear 
interest at not less than an established minimum rate unless 
otherwise specified or precluded by statute, Also, we recom- 
mended that the Director, Office of Management and Budget 
emphasize to the heads of departments and agencies the need 
to 

--obtain the Comptroller General's approval of their 
accounting systems and 

--assure that an adequate but balanced portion of inter- 
nal audit resources are devoted to reviewing financial 
statements submitted to the Treasury. 

The Office of Management and Budget and the Treasury 
have taken or plan to take action on most of our recommenda- 
tions. 

Loans and loan guarantees 

During the year, we issued two reports on weaknesses in 
the administration of two Housing and Urban Development loan 
programs and one report in which we proposed legislation 
establishing loan guarantee limits for the Economic Develop- 
ment Administration. The results of our reviews are sum- 
marized below. 

Actions being taken to correct 
weaknesses in the rehabilitation 
program 

The Department of Housing and Urban Development's 
Rehabilitation Loan Program provides direct, low-cost loans 
to property owners for restoring basically sound structures. 
At the time of our review, the Department had outstanding 
loans valued at about $334 million. 

Loans are initially serviced for the Department by the 
Federal National Mortgage Association. Of the $334 million 
in outstanding loans, over $53 million was in default and 
returned by the Association to the Department. An additional 
$49 million is delinquent and may also be returned. 

IJFGMSD-78-61, Oct. 20, 1978. 
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We found that the Department did not properly manage or 
account for defaulted rehabilitation loans. As a result, 
the accounting records did not show the amounts due the Gov- 
ernment on many defaulted loans, and more than half of the 
fiscal 1977 payments of over $2 million were not collected. L/ 

We suggested several actions to improve the Department's 
recordkeeping system and provide better controls over the 
Rehabilitation Loan Program. The Department has taken or is 
in the process of taking several actions to correct weaknesses 
in the Rehabilitation Loan Program. In October 5, 1978, 
testimony before the Manpower and Housing Subcommittee, House 
Committee on Government Operations, Department officials 
agreed to take corrective actions and to provide additional 
staffing. 

Weaknesses in servicing and 
accounting for home mortgages 

The Department of Housing and Urban Development services 
and accounts for mortgages valued at over $151 million. These 
mortgages were either bought from commerical lenders to pre- 
vent foreclosure on defaulted mortgagors experiencing tempo- 
rary financial problems or were obtained when the Department 
sold property it owned, 

We found that the Department's failure to properly serv- 
ice or account for these mortgages has resulted in the 
following: 

--Delinquent mortgages totaling over $17 million had 
not been collected. 

--Interest-free escrow advances amounting to almost $2.7 
million were outstanding. 

--Delinquent mortgages were being overcharged or under- 
charged as much as $3 million for such items as in- 
terest and tax penalties. 

In a report to the Congress we pointed out that due to 
accounting and servicing weaknesses, delinquent mortgagors 
have little incentive to pay off their mortgages. 2/ The De- 
partment has made a number,of changes to improve its account- 
ing and servicing activities. However, additional changes 

&/FGMSD-79-14, Mar. 14, 1979. 

&'FGMSD-79-41, Aug. 16, 1979. 
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are needed and we made several recommendations to the 
Secretary of Housing and Urban Development for reducing the 
mortgage payment delinquency rate and for providing for prompt 
collection of money due the Government. 

Legislation needed to establish 
specific loan guarantee limits for 
the Economic Development Administration 

The Subcommittee on Investigation and Review of the House 
Committee on Public Works and Transportation requested that 
we investigate the desirability and feasibility of including 
limitations on loan guarantees in the Economic Development 
Administration's loan guarantee programs. The fiscal 1979 
appropriations act limits the amount of obligations for direct 
loans and guarantees to $75 million. 

We found that since the program's creation in 1965, the 
agency guaranteed over $197 million in loans, of which $131 
million remained to be paid as of March 31, 1978. Four of 
the unpaid loans, totaling $75 million, were made to a company 
which was experiencing financial difficulties, and sufficient 
agency reserves were not available in the event of a default 
by that company. 

In our report, we recommended that the Congress strengthen 
its control by limiting the total amount of all loans as well 
as the amount of individual guarantees. We further recom- 
mended that the Department of Commerce annually reassess the 
reserve needs for potential loan guarantee losses and adjust 
the reserve accordingly. L/ Both of our recommendations were 
implemented. 

Oil and gas royalties 

Because of extensive congressional interest in the Gov- 
ernment's debt collection procedures, we reviewed the Geologi- 
cal Survey's collection system to determine whether it is 
assuring that the Government is receiving all money to which 
it is entitled. As summarized below, we found several weak- 
nesses in the system. 

A large percentage of the oil and gas produced in the 
United States comes from Gpvernment and Native American lands 
leased to the private sector. During 1977, the Geological 
Survey of Department of the Interior, which is responsible 

Q'FGMSD-78-62, Jan. 5, 1979. 
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for collecting rents, royalties, and other payments on these 
lands, collected about $1.2 billion from the oil and gas 
industries. 

We found the Geological Survey's financial management 
system cannot ensure that the large amount in royalties due 
annually from the oil and gas industry will be collected. 
As a result, many royalties due are not being collected in 
full and the royalties are not being collected on time. The 
system's deficiencies include the following: 

--Lease account records are inaccurate. 

--The collection system lacks basic controls. 

--Adjustments to accounts receivable records are not 
adequately controlled. 

--Sales data is not verified. 

--Reconciliations and audits of lease accounts are inade- 
quate. 

--Royalties are not collected in full. 

We made several recommendations to the Secretary of the 
Interior for improving the royalty collection system. 1/ The 
Department of the Interior agreed with the recommendations 
and has initiated appropriate action. 

AGENCY ACCOUNTING SYSTEMS--DO THEY 
PROVIDE FOR SOUND CASH MANAGEMENT? 

This area of review addresses Federal agencies' efforts 
to ensure that their accounting systems include adequate con- 
trols for sound cash management practices. It deals primar- 
ily with accounting procedures that can result in substantial 
reduction of interest on the public debt. 

During fiscal 1979, we issued reports on (1) a new ap- 
proach to legislation affecting the public debt ceiling, (2) 
unemployment taxes that are not on deposit earning interest, 
and (3) weaknesses in the Defense Department's cash management 
program. The three reports are summarized below. 

lJFGMSD-79-24, Apr. 13, 1979. 
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A new approach to the public debt 
legislation should be considered 

In response to a request from the Chairman, House Commit- 
tee on Ways and Means, we studied the impact that delays in 
enacting legislation which extended the temporary public debt 
ceiling would have on the management of Federal funds and 
programs, The Chairman asked particularly that we consider 
the cost increases from emergency cash management actions 
and adverse effects on the savings bond program and the 
government securities market. 

We noted that twice in the last 2 years, the temporary 
debt limit expired before the Congress passed legislation to 
extend and increase it. Although the delays were relatively 
short, they resulted in unnecessary costs, such as increased 
interest expense, and disruption of government borrowing pro- 
grams. 

We reported to the Chairman on September 7, 1979, that 
another delay when the current temporary ceiling expires--a 
delay that would be longer than those in the past--could 
produce consequences much more serious. The Federal Govern- 
ment would be forced to default on most of its obligations 
in a short time, including maturing securities and employees' 
salaries. 

To avoid the problems associated with the present ap- 
proach to the debt ceiling increases, we recommended that 
the Congress: 

--Make the current amount of the temporary ceiling a 
permanent ceiling and consider any future substantive 
increases as permanent unless the debt can clearly 
be reduced within a reasonable time. 

--Develop an approach to adjusting the public debt ceil- 
ing that would take advantage of the Congressional 
Budget and Impoundment Control Act of 1974. This is 
similar to the proposal that the Treasury has made. 
Under that proposal, the recommended debt limit estab- 
lished in the Congress budget resolutions would become 
the legal debt ceiling. L/ 

l-/FGMSD-79-58, Sept. 7, 1979. 
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More effective Federal and State cash 
management would increase interest 
income of unemployment trust fund 

Federal and State Governments lose at least $5.1 mil- 
lion or more in annual interest income because many States 
are using ineffective cash management techniques in handling 
unemployment taxes. 

The Social Security Act of 1935 provides that unemploy- 
ment taxes be deposited in the Unemployment Trust Fund so 
that the Secretary of the Treasury can invest them. Interest 
earned from the investments enables the Trust Fund to grow, 
thereby increasing the amount that States have available to 
pay the unemployed. 

We found that several million dollars of State-collected 
unemployment taxes are not on deposit in the Trust Fund 
earning interest because some States are 

--using ineffective practices in depositing and with- 
drawing money from the Trust Fund, 

--maintaining average daily balances in excess of the 
amounts required by their banks as compensation for 
their services, and 

--dealing with banks that have considerably higher com- 
pensating balance requirements than other banks. 

These conditions persist because the Department of Labor, 
which is responsible for administering the program, has not 
effectively monitored the States' cash management performance 
to surface problems nor has it provided adequate guidance 
to the States. 

The Department of Labor agreed with the thrust of our 
findings and recommendations and either plans or has already 
taken steps to improve its guidance and monitoring of the 
States' cash management practices. &/ 

Weaknesses persist in Defense 
overseas cash management program 

In a January 10, 1979, report to the Secretary of De- 
fense, we stated that the Department continues to experience 

l-/FGMSD-79-20, Apr. 17, 1979. 
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problems in managing its cash overseas. l-/ In the report, 
we showed the need for (I) improving cash controls and 
strengthening the monitoring of cash purchases in Europe, 
(2) refining the cash replenishment process in the Far East, 
and (3) reducing excess cash balances. This is our third 
report on the subject. A/ 

We pointed out that because the Department is not effec- 
tively managing its cash holdings overseas, the Federal 
Government is incurring unnecessary interest costs. Defense 
organizations have little incentive to improve the manage- 
ment of cash since the Treasury bears the interest cost for 
public borrowings. We estimate that Defense cash management 
program improvements could reduce Government interest costs 
by about $1 million annually. 

We made several recommendations to the Secretary of De- 
fense designed to 

--reduce excess cash balances, 

--improve replenishment procedures, and 

--generally strengthen cash management at overseas 
activities. 

Defense has formulated a cash management review program, 
and a number of actions designed to improve the Department's 
cash management are being planned. 

ADEQUACY OF INTERNAL CONTROLS OVER 
RECEIPT AND DISBURSEMENTS 

We issued a report to the Congress in 1978 stating that 
the Federal Government is probably losing several billion 
dollars annually through fraudulent activities, and that this 
condition strongly suggests that widespread problems exist 
with agencies' internal controls over receipt and expenditure 
transactions. A,/ This area of our review addresses the ade- 
quacy of Federal agencies' accounting systems and controls 
to prevent the improper receipt and disbursement of money. 

&/FGMSD-79-6, Jan. 10, 1979. 

2/B-159797, Mar. 21, 1974, and FGMSD-79-20, Mar. 17, 1978. 

z/GGD-79-62, Sept. 19, 1978. 
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In fiscal 1979, we reported to the heads of six agencies 
on the need to improve controls over receipt and disbursement 
transactions in their respective agencies. lo' 

Specifically, we pointed out the need to 

-- improve controls over collections, 

--improve controls over disbursements, 

--improve controls over accounts receivable, 

--limit fund levels for imprest type funds, 

--adequately document obligation estimates, 

--reduce the amount of excess cash on hand, and 

--improve controls over Government transportation 
requests. 

Financial and accounting officials, for the most part, 
initiated or promised corrective action or promised to further 
review the area. 

ADEQUACY OF FINANCIAL REPORTING SYSTEMS 

Our work objectives in this area were to evaluate the 
the adequacy of financial reporting systems to disclose the 
results of Government operations and to provide useful infor- 
mation to managers. 

In fiscal 1979, we issued three reports pointing out 
problems resulting from the failure to implement accounting 
system designs approved by the Comptroller General and weak- 
nesses in the operations of accounting systems. We also 
issued a booklet which highlights how accounting systems 
serve a useful purpose to managers by giving them the right 
information at the right time. The reports are described 
below. 

&'FGMSD-79-8, Dec. 20, 1978, U.S. Army, Europe; FGMSD-79-28, 
May 18, 1979, Environmental Protection Agency; FGMSD- 
79-29, May 21, 1979, Employment and Training Admini- 
stration and Office of Assistant Secretary for Admini- 
stration and Management, Department of Labor; FGMSD-79-32, 
Aug. 22, 1979, Health Services Administration, HEW; 
FGMSD-79-45, Aug. 28, 1979, Military Airlift Command, 
Scott Air Force Base; FGMSD-79-50, Oct. 10, 1979, 
Department of State. 
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Why the National Park Service's 
appropriation request process makes 
congressional oversight difficult 

At the request of the Chairman, Subcommittee on Interior 
and Related Agencies, House Committee on Appropriations, we 
reviewed the National Park Service's use of discretionary 
funds. Our review dealt primarily with contingency reserves 
which are the Service's primary source of discretionary funds. 

The Service usually requests construction funds for 
projects that have not progressed to the firm design stage 
where a reasonable cost estimate can be made. As a result, 
the requested amount usually includes large contingency re- 
serves to cover additional costs. 

We found that the National Park Service uses contingency 
reserves to pay for a variety of routine projects not spe- 
cifically considered by the Congress. About 70 percent, or 
$7 million, of the $10 million contingency reserve for opera- 
tions in fiscal 1977 could have been reasonably estimated and 
justified to the Congress through the normal budget review 
process. 

We believe that the Park Service's method of obtaining 
contingency reserves without adequate disclosure to the Con- 
gress is unacceptable and should be discontinued. Our re- 
port recommended actions the Service and the Subcommittee on 
Interior and Related Agencies can take to eliminate or mini- 
mize the need for reserves. &/ The agency is implementing 
our recommendations. 

Naval shipyard accounting 
system needs improvement 

The accounting system at the Long Beach and Pearl Harbor 
Naval shipyards has not been implemented in full accordance 
with the documented standard system design for Naval shipyards 
that the Comptroller General approved in 1975. As a result, 
inventory values reported to Naval headquarters and the Con- 
gress were incorrect; accounts receivable were not properly 
shown on financial statements; and control over appropriated 
funds was inadequate. 

We recommended that the Secretary of Defense direct the 
Secretary of the Navy to (1) ensure that all shipyards have 
implemented the approved accounting system and (2) require 
the Long Beach and Pearl Harbor shipyards to strengthen their 

i/FGMSD-79-18, Mar. 1, 1979. 
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controls over the use of appropriated funds and to review 
the transactions specifically identified in the report. &/ 
The Navy is acting on our recommendations. 

The Defense Department's systems -- 
of accounting for the value of foreign 
military sales need improvement - 

At the request of Congressman Lee H. Hamilton we examined 
the procedures by which the Department of Defense accounts for 
the value of foreign military sales agreements and by which 
the yearly foreign military sales ceiling is established. In 
an interim report, 2/ we pointed out substantial accounting 
inconsistencies and-errors in fiscal year sales which related 
to items subject to the arms sales ceiling. 

In our final report in response to Congressman Hamilton's 
request, we identified $1.1 billion of inconsistencies and 
errors in accounting for fiscal 1977 sales. Had the errors 
been known, the President's fiscal 1978 arms sales ceiling 
might have been set $420 million lower. 

We also identified $540 million in differences in sales 
information on the two systems Defense uses to account for 
the value of military sales. 3/ Defense recognizes that its 
systems of accounting for the value of arms sales are not 
adequate, and an extensive effort is underway to improve them. 

We recommended that the Secretary of Defense take the 
necessary steps to improve the system of accounting for the 
value of foreign military sales and to correct its account- 
ing records, taking into account the errors we identified. 
Defense is acting on our recommendations. 

Booklet on use of accounting 
systems by managers 

On May 17, 1979, the Comptroller General published a 
booklet entitled "Managers --Your Accounting System Can Do a 
Lot For You" which was distributed within and outside the 
Federal Government. The ideas in the booklet on how managers 
can better use their accounting systems and the information 
they produce came from our work with agencies accounting 
systems. While the booklet is directed primarily at Federal 

L/FGMSD-79-34, June 6, 1979. 

Z/FGMSD-78-30, Apr. 12, 1978. 

A/FGMSD-79-21, Mar. 16, 1979, 
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managers and accountants, we believe it will be valuable to 
consulting and public accounting firms that assist Federal 
agencies and others in designing, implementing, and using 
accounting systems in the management process. 

The discussions and case studies in the booklet high- 
light how an accounting system can get the right information 
to managers at the right time to 

--trigger actions to assert control over resources and 
assure that agency operations conform to plans and 

--integrate financial and related quantitative informa- 
tion into decisionmaking. 

AGENCY PAYROLLS--DO THEY ENSURE 
THAT EMPLOYEES ARE PAID AMOUNTS DUE 
PROMPTLY AND ACCURATELY? 

Our objective in this area of review was to determine 
whether payroll systems in the Federal Government include pro- 
cedures adequate to ensure that civilian and military employ- 
ees are paid accurately and on time and that the systems 
contain controls necessary to prevent unauthorized payments. 

On April 25, 1979, we issued a report to the Secretary 
of Health, Education, and Welfare recognizing recent actions 
taken by the Department to improve its centralized payroll 
system through which about 160,000 employees are paid about 
$2.9 billion annually. The completed actions relate to many 
recommendations for improving the system that were made by 
us, by the Department's internal auditors, and by a blue- 
ribbon panel formed to evaluate the system's problems. Posi- 
tive action had been taken on most of the approximately 50 
recommendations we made between August 1976 and September 
1977. 

In 1977 the Department started operating a revised sys- 
tem which provided an operating method which can potentially 
improve efficiency and timeliness in the payroll operations. 
However, the revised system needs to be improved if it is 
to realize its potential. 

In a report to the Secretary of the Department, we 
recommended that he 

-- instruct the Inspector General's office to review 
the system on a cyclical basis, 

--ensure that adequate computer edits are established 
to control the propriety and reliability of data 
entered into the combined payroll/personnel systems, 
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--take action to ensure that the system edits cannot 
be improperly bypassed, and 

--establish a system to provide for close monitoring 
and reviews of progress made in implementing improve- 
ments to its payroll system. lJ 

The Department agreed with our findings and is imple- 
menting corrective action. 

ADEQUACY OF ADMINISTRATIVE 
CONTROLS OF FUNDS 

Our objective in this area of review is to study 
agencies' accounting systems to determine the adequacy of 
administrative control of funds so that obligations are 
not incurred or funds expended in excess of what had been 
authorized. Our efforts resulted in the two reports sum- 
marized below. 

Current balance of the Navy's foreign 
military sales trust fund unknown 

In response to a request by the Chairman, House Committee 
on Appropriations, we reviewed the Navy's accounting system 
for monies which foreign governments have, in accordance with 
sales agreements, deposited in the foreign military sales 
trust fund account. 

We reported that we found large unreconciled differences 
between the foreign military sales disbursement and collection 
data reported by the Navy to the Department of Treasury (which 
maintains the trust fund) and to Defense's Security Assistance 
Accounting Center (which maintains detailed sales case ac- 
counting records). As a result, for some time the Treasury 
and the Center have shown different cash balances on their 
records. For example, cash balances on the Center's sales 
case accounting records, as of June 1, 1978, were $554 million 
more than the cash balances on the Treasury's records. 

Until the Navy can reconcile the differences in informa- 
tion it has reported to the two organizations, the correct 
balances deposited in trust by foreign governments cannot 
be determined. Also, the Navy needs to improve its accounting 
system so that future differences in reported disbursement 
data can be promptly reconciled. 

L/FGMSD-79-22, Apr. 25, 1979. 
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We recommended that the Navy 

--take prompt action to determine the trust fund cash 
balance that can be documented for each foreign country 
and require that Treasury records and sales case ac- 
counting records be adjusted accordingly and 

--implement procedures to identify transactions in float 
so that future Treasury trust fund balances can be 
regularly reconciled to sales accounting records. 

We also recommended that the Secretary of Defense direct 
the Defense Audit Service to review the validity of adjust- 
ments to the Treasury trust fund and sales case accounting 
records and report to him when our recommendations were 
implemented. 1,' 

The Navy is attempting to reconcile the difference in 
reported cash balances. 

Congressional control over 
appropriations to the Corps of Engineers 
can be strengthened 

During a recent 21-month period, the Corps of Engineers 
directed to its general expense appropriations about $76.7 
million specifically appropriated for water resources proj- 
ects. As a result, the Congress was not fully advised that 
funds appropriated for specific project purposes were not 
being used for those purposes and that general expenses ex- 
ceeded amounts appropriated. 

In a January 31, 1979, report to the Congress, we re- 
ported the Corps of Engineers' practice of augmenting its 
general expenses appropriation with project funds. We 
pointed out that congressional control was weakened because 
the size and scope of centralized activities cannot be moni- 
tored and there can be no assurance that project funds are 
expended for their intended purposes. -2_/ 

We recommended that the Congress require the Corps to 
fund its centralized function, whenever possible, through 
the general expense appropriation which is justified for that 
purpose. This would provide disclosure and control of funds. 

&/'FGMSD-79-2, Nov. 15, 1978. 

&/FGMSD-79-12, Jan. 3, 1979. 
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We also recommended continuing the present funding approach 
/' for those activities located at headquarters and division 

offices that the Appropriation Committees consider to be more 
closely associated with project activities than with normal 
general administrative expenses. 



APPENDIX I APPENDIX I 

STATUS OF APPROVALS AND EVALUATIONS 

D.C. 
Government 

Defense Civil (note a) Total 

PRINCIPLES AND STANDARDS: 
Approved during 

fiscal 1979 
Approved as of Sept. 

30, 1978, adjusted 
total 

Approvals as of 
Sept. 30, 1979 

Submitted informally 
for evaluation 

Not under evaluation 

Total systems sub- 
ject to approval 
at Sept. 30, 1979 

SYSTEM DESIGNS: 
Approved during fiscal 1979 
Approved as of Sept. 30, 

1978, adjusted total 

Approvals as of 
Sept. 30, 1979 

Submitted informally for 
evaluation 

Not under evaluation 

Total systems sub- 
ject to approval 
at Sept. 30, 197.9 

a/Actual number of accounting systems not yet determined. 
-7 -  -  

4 4 

118 169 1 288 

118 173 1 292 

4 4 
6 6 - 

10 - z 10 - 

118 183 1 302 
- 

8 2 10 

62 114 176 - 

70 116 186 

13 17 1 31 
35 - 50 85 - 

48 67 1 116 - 

118 183 I__ 1 302 



STATUS OF APPROVALS OF ACCOUNTING SYSTEMS AT SEPTEMBER 30, 1979 

Department or agency 

WI 
w 

D~~OFAG~C~~~: 
Rural Electrification Administration 

program System----------------------- 
Agricultural Stabilization and 

Conservation Service Program System- 
Central Accounting System------- 
Farmers Home Administration Program 

System-- -I__------- 
Food and Nutrition Service Program 

System---- I__---------- 

DEPAKIMENT OF COMMERCE: 
National Bureau of Standards---------- 
Bureau of the Census--- ---Y----w- 
Office of the Secretary----------- 
Economic Development Administration--- 
National Oceanic and Atnospheric 

Administration--------------- 
Maritime Administration---------- 
Patent and Trademark Office---------- 
National Technical Information 

Service-------- ----- 

Total- --I_--- 

Principles 
and 

standards 
approved 

Sept. 1977 

Feb. 1977 
Feb. 1979 

Sept. 1977 

Jun. 1973 

5 

Nov. 1977 
do. 
do. 
do. 

do. 
do. 
do. 

do. FY 1980 

8 

System 
designs 
approved 

Sept. 1978 

-------1 
- 

-s-w- 

---Y_ 

1 

Feb. 1953 
May 1966 
Feb. 1970 
Oct. 1970 

do. 
Jan. 1971 
Mar. 1971 

7 

Target dates for approval of 
unapproved system designs 

Under In 
operation development 

FY 1980 
a/ FY 1981 

-- 

2 

1 

-----es 
---------c- 

FY 1982 

do. 

2 

-w- - -w  

- -  

- - -  - -  

m--w- 

GAO note: The footnotes for this appendix are on page 74. 



Principles Target dates for approval of P 

Department or agency 

and- System unapproved system designs z 
standards designs In Under 
approved approved operation development iii tt 

H 

DEPARTMENT OF DEFENSE: 
Department of the Air Force: 

Medical Materiel Accounting 
System (Property Accounting)----- Aug. 1972 

x 
H l-4 

Oct. 1973 
Jan. 1974 

do. 
Mar. 1974 
Jun. 1974 
Mar. 1975 

Apr. 1975 
Jun. 1975 

do. 

do. 

do. 

do. 

Jan. 1976 

do. 
Mar. 1976 
May 1976 

-9-w 

-- 
----- 

-99-9 
w-I-9 
-99-u 

-I--- 

-9-99 

-9-u 

-- 

-99-m 
w-9-9 
--- 

Cad& Pay-- AFti (Military-Pay)-- 
Uniformed Services Savings Deposit 

(Military Pay)------ 
Cadet Pay - Academy------------ 
Joint Uniform Military Pay System- 
Job Order Cost Accounting System--- 
Federal Computer Performance 

Evaluation and Simulation 
Center Cost Systen+------------ 

Air Force Academy Stock Fund------ 
Connnissary Stock Fund - Base Level - 
Laundry & Dry Cleaning Services - 

Central Office (Industrial Fund)- 
Laundry & Dry Cleaning Services - 

Base Level (Industrial Fund)---- 
Air Reserve Pay and Allowance 

System------------------- 
Air Force Stock Fund - Departmental 

Level----- ---1------1------ 
Base Level Materiel System (Prop 

erty System)------------ 
Civil Engineer Cost System------- 
Automated Civilian Pay System----- 

-do. 

do. 
do. 
do. 
do. 

do. 
do. 
do. 

do. 

do. 

do. 

do. 

do. 
do. 
do. 

-w-u-- 

-u_-  

-I___--- 



Principles Target dates for approval of 2 

Department or agency 

APEX OF DEFENSE (cont.): 
Department of the Air Force (cont.): 

Military Aircraft Storage and 
Disposal Center Cost/Billing 
System (Industrial Fund System)- 

Airlift Services - Industrial 
Fund- ---u_- 

Air Force Industrial Fund - 
Departmental Level----- 

Commissary Trust Revolving Fund 
(Specialized Accounting Systemf- 

Stock hnd Reporting--------- 
WI Financial Inventory Accounting - 
ul Investment Items (Property 

Accounting)-- ---- 
Financial Inventory Accounting - 

Stock Fund (Connnand Level)--- 
Central Procurement (Property 

Accounting)- 
General Accounting & Finance 

system - Departmental, 
Command & Base Level------ 

Real Property Maintenance 
Industrial Fund----------- 

Air Force Retiree/Annuitant 
Pay System---------- 

Defense Integrated Financial 
System for Foreign Military 
Sales-- 

Depot Maintenance Industrial Fund- 

Total Air Force----- 29 24 4 

and System &approved syst&-designs -u 
standards designs In Under 2 
approved approved operation developnt z 

H 

Aug. 1972 

do. 

do. 

do. 
do. 

do. 

do. 

do. 

do. 

do. 

do. 

do. Dec. 1981 
do. --m-m 

May 1976 --- 

Jun. 1976 --- 

Sept. 1976 --p 

Aug l 1977 -I-p_-- 
Sept. 1978 1-B 

Sept. 1979 ---- 

do. --- 

do. -- 

-- &/Sept. 1980 

Sept. 1980 

-I__ do. 

SC 

H 
H 

w-w-  

- -w- -  

- -  

- - I -  

Sept. 1982 

1 



Department or agency 

DEP- OF DEFENSE (cont.): 
Department of the Army: 

Canal Zone Government--------- 
Joint Uniform Military Pay 

System--Active Army--------- 
Standard Army Intermediate 

Level Supply System------- 
Test and Evaluation 

Corrmand Activities---------- 
Corps of Engineers www-w 
Facilities Engineer Job 

Order Cost Accounting------- 
Military Pay-Academy Cadets--- 
U.S. Army Materiel Development 

and Readiness Command Funds 
Distribution- w-w-w-w 

Army Communications Command 
Funds Distribution------------ 

Civilian Pay-- w-I_wwwu 
Military Retired Pay----------- 
Transportation Disbursing 

a& Reporting~-w-ww-www-ww- 

Military Traffic Management 
Connnand---------- w~w-www-w- 

Commodity Command Standard 
System--Stock Fund-------------- 

Reserve Components Pay-------- 
Program and Budget Accounting c/-- 
Standard Finance System------ 

Principles 
and 

standards 
approved 

Jun. 1964 

Jun. 1973 

do. 

do. 
Nov. 1974 

Jun. 1973 
do. 

do. 

do. 
do. 
do. 

do. 

do. 

do. 
do. 
do. 
do. 

17 

Target dates for approval of % 
system unapproved system designs 

Under designs 
approved 

In 
operation development 

z 

Jun. 1964 

Oct. 1973 

May 1975 

Aug. 1976 
Jul. 1977 

do. 
Sept. 1977 

Jul. 1978 

Aug. 1978 
Dec. 1978 
~WWWWW 

U_- 

I_--- 

- - -  

10 

- - -  

- -  

- -w  

- -w-w  

mwww--  

mm- 

Feb. 1980 

do. 

Aug. 1980 

DW. 1980 
FY 1981 
--I 

5 

-m-U_-- 

------ 

~uww-ww 

u-w-mm-- 

-mm-mm 

wewww--_u 

w-wwwww1_ 

Aug. 1981 
do. 

2 



Principles Target dates for approval of 
System unapproved system designs % 

standards designs In Under z 
approved approved operation development 5 Department or aqency 

DEPARTMENT OF DEFENSE (cont.): 
Department of the Navy (includes 

Marine Corps): 
Marine Corps JUMPS (Military 

pay)--'u-'u--u"-~---~- 
Public Works Center (Industrial 

Fund )---m-e- m- 
Shipyards (Civilian Pay)---- 
General Area Support Points 

(Civilian pay)----~~--~~~~- 
Ordnance Activities (Civilian 

pay ) I-m--HII--v-wwM 
Marine Corps Activities (Civilian 

pay)------------------ 
Navy Regional Finance Centers 

(Civilian pay)------------- 
Navy Regional Finance Centers 

(Bond Accounting)------------ 
Shipyards (Industrial Fund)----- 
Marine Corps Activities 

(General Accounting System)----- 
Ordnance Activities (Industrial 

Fund System)------- ------ 
Facilities Engineering Activities 

(Civilian pay)-uII-II----~- 
Industrial Air Stations 

(Civilian Pay)-------- 
Navy JUMPS - Central Site 

(Military Pay)-------------- 
Non-Mechanized Resource Management 

System (General Accounting 
System)---------------- 

Mar. 1973 

do. 
do. 

do. 

do. 

do. 

do. 

do. 
do 

do. 

do. 

do. 

do. 

do. 

do. 

Jun. 1973 

Mar. 1974 
Mar. 1975 

do. 

do. 

May 1975 

Jun. 1975 

do. 
do. 

Aug. 1976 

do. 

Sept. 1976 

do. 

do. 

do. 

-mm-- 

I_-- 

-m-m 

--m-m 

--m--w- 

- -w-  

--mm*- 

- I - - - - I  

u-u-u- 



Principles Target dates for approval of 

Department or agency 

DEPARTMENT OF DEFENSE (cont.): 
Department of the Navy (includes 

Marine Corps)(cont.): 
Fleet Air (General Accounting 

System)- 
Non-Mechanized Conmarx Level 

Activities - Major Ccmnand/Fund 
Management System--- -- 

Naval Education and Training 
Coannand (General Accounting 
System)- 

Navy Reserve Personnel Drill Pay- 
Midshiprwn (Military Pay)------- 
Naval Academy Laundry (Special 

Accounting and Reporting)----- 
Naval Academy Midshipmen Store 

(Special Accounting and 
Reporting)--~w~www-www 

Fleet (Surface)(General 
Accounting)-------------- 

Industrial Marine Corps 
Activities (Industrial Fund)---- 

Navy Reserve Personnel - Armed 
Forces Health Professions 
Scholarship (Military Pay)----- 

Navy Personnel - NROIC (Military 
pay)--wwB--B-w------ 

Naval Air Stations (Class II) 
(General Accounting)-------- 

Bureau of Naval Personnel - 
Military Personnel (General 
Accounting and Finance)----- 

Naval Avionics Center, 
Indianapolis (Industrial Fund)-- 

and- System unapproved system designs 
standards designs In Under % 
approved approved operation develomnt 

E 

Mar. 1973 

do. 

do. 
do. 
do. 

do. 

do. 

do. 

do. 

do. 

do. 

do. 

do. 

do. 

Sept. 1976 

dp. 

do. 
Jul. 1977 

do. 

do. 

do. 

do. 

Aug. 1977 

do. 

do. 

Sept. 1977 

Sept. 1979 

do. 

zl 
x 
H 
H 

--- 

--H__ 

HI--- 

-w 



Department or agency 

DEPARTMENT OF DEFENSE (cont.): 
Department of the Navy (includes 

Marine Corps)(cont.): 
Polaris Missile Facility, Atlantic 

(Industrial Fund)---------- 
Atlantic/Pacific Fleets (General 

Accounting and Finance System)-- 
Military Sealift Conxnand 

(Industrial Fund)---- 
Military Sealift Corrunand Activities 

(Civilian Pay System)---- 
Marine Corps Retired Pay 

(Military Pay)----------- 
Chief of Naval Reserve Command 

Level (General Accounting and 
Finance)---- --- 

Non-Mechanized RDIXE Activities 
(General Accounting and 
Finance System)--- -- 

Chief of Naval Reserve - Reserve 
Personnel Navy (General Account- 
ing and Finance System)---- 

Strategic Weapons Facility, 
Pacific, Silverdale (Industrial 
Fund System)--- 

Navy Publications and Printing 
Service Activities (Industrial 
Fund System)---- 

Naval Supply Systems Connnand 
(Stock Fund System)------ 

Principles Target dates for approval of 
and system unapproved system desiqns 

standards designs In Under 
approved approved operation developent 

Mar. 1973 

do. 

do. 

do. 

do. 

do. 

do. 

do. 

do. 

do. 

do. 

Sept. 1979 

-- 

m---e 

Sept. 1980 

do. 

do. 

do. 

NW. 1980 

do. 

Sept. 1981 

do. 

do. 

do. 

t 

-B- - - - - -  

------mm 

---m--s 

w--Y_ 

-a- 



Department or agency 

DEPARTMENT OF DEFENSE (cont.): 
Department of the Navy (includes 

Marine Corps)(cont.): 
Foreign Military Sales---------- 
Naval Air Rework Facility 

(Industrial E'und System)------ 
Marine Corps Reserve Personnel 

(Military Pay)---- --u-e 
Non-Mechanized Allotment Activi- 

ties (General Accounting and 
Finance System)-------- 

Navy Retired Personnel (Military 
Pay)--- -_1_----B--- 

Facilities Engineering Activities, 
Engineering Field Division/ 
Military Construction/Construc- 
tion Battalion Center, 
Port Heuneme---- mm- 

Navy Standard Civilian Payroll 
Systen~-------------- 

Research, Development, Test, and 
Evaluation Activities-------- 

Standard Accounting and Reporting- 
Marine Corps Headguarters-------- 
Naval Education and Training - 

Financial Management System----- 
Integrated Disbursing and Account- 

ing/Uniform Resource Management 
Systew------ -u-----m-- 

Office of the CQnptroller----- 
Property Accounting------------- 

Tot& Navy---------------- 

Principles Target dates for approval of P system unapproved system designs 
standards designs In Under z 
approved approved operation development : 

E 
H 
H 

Mar. 1973 

do. 

do. 

do. 

do. 

do. 

do. 

do. 
do. 
do. 

do. 

do. 
do. 
do. 

54 

B - w  

-cy- 

Sept. 1981 

Dec. 1981 

Jul. 1983 

Sept. 1983 

Dec. 1983 

Jan. 1984 

---WY-- 

- - -m---  

30 16 

- - I - - - -  

---c-- 

--mm-- 

- - -  

I_----- 

--------s 

Sept. 1982 

do, 
Oct. 1982 
Oct. 1983 

Jan. 1984 

do. 
do. 

Nov. 1984 

8 



Department or agency 

DEPARTMENT OF DEFmSE (cont.): 
Defense Agencies: 

Defense Logistics Agency: 
Standard Automated Material 

Management System - 
Financial System------- 

Defense Contract Audit Agency----- 
Defense Investigative Service--- 
National Security Agency---------- 
Defense Logistics Agency: 

Defense Industrial Fund - 
Clothing------------ 

Defense Security Assistance 
Agency: 

Military Assistance Program--- 
Defense Comnunications Agency: 

Connnunications Services 
Industrial Fund------------ 

Defense Intelligence Agency--- 
Defense Security Assistance 

Agency: 
Foreign Military Credit 

Sales--------- ---w 
Defense Logistics Agency: 

Base Operating Supply System- 
Defense Mapping Agency------- 
Defense Corranunications Agency: 

General Appropriation Systen+- 
Defense Logistics Agency: 

Automated Payroll, Cost and 
Personnel Syster+---------- 

World-wide Integrated 
Management of Bulk Fuels--- 

Defense Nuclear Agency--- 

Principles Target dates for approval of 
and System unapproved system designs 

standards designs In Under $ 
approved approved operation development 

Jan. 1974 
do. 
do. 
do. 

do. 

do. 

do. 
do. 

do. 

do. 
do. 

do. 

do. 

do. 
do. 

Dec. 1973 
Feb. 1975 
Jun. 1975 
Sept. 1976 

Sept. 1977 

do. 

--- by 

--- ky 

-- b/ Sept. 1981 

--- a/ 

-w -w  

- -  

I**-* 

Sept. 1980 
do. 

Sept. 1980 

do. 
do. 

do. 

Sept. 1982 
Nov. 1982 

-*--I_ 

---** I  

-1**--11 

---- 

---- 5 
ii 
H 
SC 

-*-__I 

=I 



Principles Target dates for approval of 

standards 
Department or agency approved 

DEPAR!BBNT OF DEFENSE (cont.): 
Defense Agencies (cont.): 

Office of Dependent Schools---- Jan. 1974 
Office of the Secretary of 

Defense B-w do. 
Uniform Services University 

of the Health Sciences--- do. 

system 
designs 
approved 

unapproved system designs 
Under !IJ In 

operation development g 
z 

--I__- 

-- 

9 

Sept. 1982 

do. 

do. 

3 Total Defense agencies- 18 6 

DEPARTMENT OF ENERGY: 
Southwest Power Administration---- Jul. 1952 
Southea& Power Administration---- Jul. 1977 
Bonneville Power Administration: 

General Accounting System------- Jul. 1968 
Payroll System w-m do. 

Alaska Power Administration------ Apr. 1971 
Departmental Accounting System--- e/(Unapproved) - 

Jul. 1952 
Nov. 1952 

Dec. 1973 
Jun. 1974 

Total approved--- 5 
Total unapproved---A 1 

DEPARTMENTOF HEAL'IH, EDUCATION, 
ANDWELFARE: 

4 

Departmentwide (Umbrella system)---- Apr. 1970 f/Apr. 1970 
Office of the Secretary--------- do. g/Mar. 1973 
Food and Drug Administration---- do. g/Jun. 1974 
Health Care Financing Administration - 

Administrative Accounting------- do. Q'Jun. 1975 
National Institutes of Health - 

Administrative Accounting---- do. r/Jun. 1976 
National Institute of Education--- do. f/Sept. 1977 

S - B  

-m--w 

FY 1981 
FY 1982 

2 

-I__ 
--I--I_ 

-- 

(FY 1981) 
do. 
do. 

do. 

do, 
do. 



Principles Target dates for approval of z-z 

Department or agency 

DEPAR!IKENT OF HEALTH, l%XJCATION, 
AND WELJ?~ (cont.): 

National Institutes of Health: 
Management Fund------- ----e-u 
Service and Supply Fund----- 

Health Care Financing Administration: 
Trust Fund Accounting-------- 

Social Security Administration: 
Administrative Accounting---- 
Disability Insurance System--- 
Earnings Record System------- 
Retirement and Survivors 

Insurance Systen+----------- 
Centralized Payroll Systew------ 
Health Care Financing Administration: 

Health Insurance and Supplemen- 
tary Medical Insurance Premium 
System+ 

Health Insurance System------ 
Supplementary Medical 

Insurance Systew---------- 
Public Health Service: 

Service and Supply Fund- - 
Social Security Administration: 

Black Lung System-- -- 
Supplemental Security Incane 

Sy&~-------a 

System unapproved system designs " 
standards designs In Under 2 2 
approved approved 

Apr. 1970 ---- 
do. -- 

do. 

&)* I_--- 

do. -- 
do. -- 

&, ---- 

do. ---- 

do. 
do. -- 

do. -w---w 

do. -- 

do. 

do. --- 

operation development 

Jun. 1980 - w---Y 
do. -__uI-- 

Sept. 1980 -- 

do. 
do. 
do. 

m---a 
---u-y_ 
--u-w 

do. --I- 
FY 1981 

do. 
do. 

----e-mm- 

do. -I-Y- 

do. --m-e 

do. 

do. 
x 

k-i 
H 



Department or agency 

Principles Target dates for approval of 
and System unapproved system designs 

standards designs In Under 
approved approved operation development 

DEPARPIIENT OF HEALTH, EDUCATION 
AND WELFARE (cont.): 

Public Health Service: 
Public Health Service Officer 

payroll------------- 
Alcohol, Drug Abuse and Mental 

Health Administration-------- 
Center for Disease Control---- 
Health Resources Administration- 
Health Services Administration- 
Public Health Service Hospital 

cost Accounting---------- 

Indian Health Service Hospital 
cost Accounting----------- 

Office of the Assistant Secretary 

Apr. 1970 

do. 
do. 
do. 
do. 

s--u 

- -  

FY 1982 e-m----  

--m 

-- 
--u--w 
-I- 
----- 

m-w 

FY 1981 
do. 
do. 
do. 

do. 

do. 

do. 

do. 

do. 
do. 

31 

--mm 

do. 

do. 

mm-- do. for Health------- ---u--u 

Office of Education---------- 
Departmental Federal Assistance 

Financing System-------------- 
Regional Accounting System-------- 

Total------------------- 

DEPARTMENTOF HOUSING ANDUFWW 
DEZELOPMENT 

General Accounting System--------- 
Payroll System------ ----u_--- 

Total ------_c----u-------_-- 

Apr. 1968 
do. 

2 

-w -w  

- - - - -  

u-I__- 

6 

s/Apr. 1970 
-I_- 

1 

--u__ 

-a--- 

15 

Fy 1980 

do. 

FY 1982 
do. 

10 



Department or agency 

DEPARTMENT OF THE INTERIOR: 
Government of American San-oa------- 
Bureau of Indian Affairs---------- 
Trust Territory of the Pacific 

I&&s--------m-m-- 
Bureau of Land Management--------- 
&ological Survey----------------- 

Departmental Integrated 
payroll S*t-p-------------- 

Bureau of Reclamation-- -----v 
Bureau of Mines------------------ 

Denver Inter-Bureau Payroll 
System---------------- 

Office of the Secretary----------- 
U.S. Fish and Wildlife Service------ 
National Park Service------------- 
Heritage Conservation and 

Reservation Service--------------- 

DEPARTMENT OF JUSTICE: 
Immigration and Naturalization 

Service------- -3----- 
Legal Activities and General 

Administration------------------- 
Centralized Payroll System-------- 
Bureau of Prisons: 

Administrative Accounting------- 
Drug Enforcement Administration---- 
Automated Debt Collection/ 

Information Systeaw----------- 
Federal Bureau of Investigation: 

Payroll--------- ----a 

Principles 
and 

standards 
approved 

Jul. 1952 
Nov. 1972 

Mar. 1954 
Feb. 1969 
Aug. 1970 

do. 
Dec. 1971 
Jun. 1972 

do. 
Sept. 1979 
May 1969 
Sept. 1978 

May 1969 

13 

May 1969 

do. 
do. 

do. 
do. 

do. 

do. 

System 
designs 
approved 

Jul. 1952 
h/Jan. 1953 

Mar. 1954 
Aug. 1971 
Dec. 1972 

Jan. 1974 
Jun. 1974 
Sept. 1975 

h/Aug. 1977 
Sept. 1979 
--my_ 

- - B - I  

10 

Apr. 1967 

Feb. 1973 
Mar. 1973 

Jun. 1974 
May 1975 

Jun. 1975 

do. 

Target dates for approval of 
unapproved system designs 

In Under 
operation 

--mu 
---- 

development - 
i 
z ------u-- 

(FY 1981) i-i !-I 

- - - -  - - -  

I -w - - I  w-u__-- 

--1-e-1 -- -m-m---w 

-w-m--  ---- -m- 

w - -w  --e-- 

- -m-w -u------- 

(Mar. 1980 ) -----mm- 
----I_- -------- 

Sept. 1980 -m--I--I 
do. ---------- 

I_---- Sept. 1980 

2 1 

-w-u- ---------- 

-----mm -------.m- zi 

-1-w-1 -------II- : 

g 
--I- --w-- 

2 
1-e-1- -w--w-- 

H 
l-i 

-----we u_---u-u 



Department or agency 

DEPARTMENT OF JUSTICE (cont.): 
Law Enforcement Assistance 

Administration: 
Administrative Accounting 

Federal Bureau of Investigation: 
Administrative Accounting----- 

Bureau of Prisons: 
Automated Prisoners Deposit 

F~+----mm--- 
Law Enforcement Assistance 

Administration: 
Education Program Notes 

Receivable Accounting--- 
Bureau of Prisons: 

Com-nissary Accounting------- 

Total- - --I_ 

DEPARTMENT OF LABOR: 
Federal and State Employment 

Security Agencies System 
(Federal Portion)----------- 

Departmental Accounting System---- 

TQtal---------------- 

DF,PAR'IH%T OF STATE: 
International Boundary and 

Water Cortmission, United 
States and Mexico- --- 

Working Capital Fund- --- 
Foreign Service Retirement and 

Disability Fund- 

Principles 
and 

standards 
approved 

May 1969 

do. 

do. 

do. Sept. 1979 

do. -I__ 

12 11 

May 1970 Dec. 1970 
Mar. 1968 Oct. 1972 

2 2 

Sept. 1968 
do. 

do. 

Target dates for approval of 
System unapproved system designs % 

designs In Under td 
m 

approved operation developlment 3 

Sept. 1976 

A33r+ 1977 

Sept. 1977 

h/Jan. 1953 
May 1965 

Jul. 1970 

w-e--- 

-- 

-- 

--- FY 1983 

1 

--- 
--- 

(FY 1981) 
-w-m 

G 
H 
H 

H 
H 



Department or agency 

DEPlU?l%WW OF STATE (cont.): 
Agency for International 

Development: 
American Payroll ---- 

Payroll Systems: 
Dcmestic and Western 

Hemisphere- 
Foreign Service Institute 
Payroll Systems: 

Eastern Hemisphere------------ 
Agency for International 

Development: 
General Accounting 

Departmental Accounting System--- 

Total- 

DEPARTVENTOF TRANSPORTATION: 
Coast Guard 
Alaska Railroad Revolving Fund- 
Federal Highway Administration--- 
Office of the Secretary 
National Highway Traffic Safety 

Administration-- 
Transportation Systems Center--- 
Federal Railroad Administration-- 
Federal Aviation Administration-- 

mtal- 

Principles 

standards 
approved 

Jul. 1979 

Sept. 1968 
do. 

Sept. 1976 

Sept. 1977 
FY 1980 

do. FY 1981 

Jul. 1979 
Sept. 1968 

9 

FY 1982 
do. 

5 1 3 

JUn. 1970 
do. 
do. 
do. 

yDec. 1951 
Sept. 1957 
Jun. 1967 

--- (FY 1981) 
-HI--- 

Mar. 1974 ----f 

do. 
do. 
do. 
do. 

Feb. 1975 
JUn. 1976 
Sept. 1976 

- -1 

- - -  

--m i/ FY 1981 

8 7 

System 
designs 
approved 

Target dates for approval of 
unapproved system designs 

Under In 
operation developnt 



Department or agency 

DEPARTWENT OF 'IBE TREASURY: 
Bureau of Engraving and Printing- 
Bureau of the Mint: 

tiinistrative Accounting 
Bureau of Government Financial 

Operations: 
Administrative Accounting 

Fiscal Service Payroll Syst- 
Bureau of the Public Debt: 

Administrative Accounting 
Bureau of Government Financial 

Operations: 
Central Accounting for Cash 

Operations. 
Bureau of the Public Debt: 

Public Debt Accounting 
Bureau of Government Financial 

Operations: 
Investments Accounting 

Operations 
Central Accounting for 

Foreign Currency 
Office of the Secretary 
U.S. Secret Service 
Internal Revenue Service: 

Administrative Accounting 
Bureau of Customs 
Consolidated Federal Law 

Enforcement Training Center 
Working Capital Fund 
Internal Revenue Service: 

Tax Lien Revolving Fund 
Bureau of Alcohol, Tobacco, 

and Firearms 

Principles 
and 

standards 
approved 

May 1969 Jul. 1952 

do. Jan. 1953 

do. 
do. 

do. 

Oct. 1968 

Dec. 1968 

Mar. 1969 

Jun. 1969 
May 1969 

do. 

do. 
May 1970 

May 1969 
do. 

do. 

do. 

system 
designs 
approved 

Mar. 1966 
i/May 1967 

Jun. 1968 

Oct. 1968 

Ike. 1968 

Mar. 1969 

Jun. 1969 
do. 

Nov. 1971 

Oct. 1972 
Nov. 1972 

Jun. 1973 
Feb. 1974 

Mar. 1974 

May 1974 

Target dates for approval of 
unapproved system designs 

In Under % 
operation development iii u 

(Sept. 1980) 

E 
H 
H 



Department or agency 

~P~ OF THE TREASURY (cont.): 
Internal Revenue Service: 

Revenue Accounting 
Bureau of the Mint: 

Bullion and Monetary 
Accounting- 

Internal Revenue Service: 
Treasury Payroll/Personnel 

System (IRS A@ication)--- 

Total -- 

ACTION: 
General'Accounting 
Volunteer Readjustment Allowance- 
Payroll 
Domestic Volunteer Pay Syst- 

ADVISORY CXMMISSION ON INTERGOVEFW- 
MENTAL RELATIONS 

~~~~~ cOMM1ss1oN-- 

CIVIL AERONAUTIcS mARD: 
Administrative Accounting 
Payroll 

CCMMODITY FUTURES TRADING COMMISSION- 

C3MUNITY SEXWICEE ADMINISTRATION-- 

mNSUMER PmDUCf' SAFETY CCMMISSION- 

ENVI~PWIECTIONA~ 

Principles 

standards 
approved 

Dec. 1972 

May 1969 

do. 

20 

Mar. 1975 
do. 
do. 
do. 

Jun. 1972 

Aug. 1958 

Jul. 1977 
do. 

Sept. 1978 

Apr. 1979 

Sept. 1978 

System 
designs 
approved 

Jun. 1974 

18 

Aug. 1978 

JUn. 1972 

Aug. 1958 

h/Jan. 1968 
Sept. 1976 

Dec. 1973 Sept. 1977 

Target dates for approval of 
unapproved system designs %i 

In Under 
operation development E 

% 
5t 
k-l 
H 

Sept. 1980 

1 

Dec. 1980 

FY 1981 

FY 1980 

FY 1982 

1 

FY 1981 
do. 

(FY 1981) 

Sept. 1980 



Target dates for approval of 
system unapproved system designs h 

Principles 

standards designs 
approved approved 

Under 

h/Feb. 1973 

In 
operation develownt d 

tz u t-l 

Department or aqency 

May 1971 (Sept. 1980) 

Sept. 1980 

x 
H 
H e/(Unapproved) 

Oct. 1969 
EXECUTIVE OFFICE OF THE PRESIDW 

The White House Oct. 1969 

Mar. 1976 

Sept. 1958 

FARM CREDIT ADMINISTRATIY Nov. 1975 

Sept. 1958 FEDEFGL CCMMUNICATIONS COMMISSICM----- 

FEDERAL ELEhICMS CCXMISSIoN-------------- Sept. 1978 Sept. 1980 

Sept. 1980 

Sept. 1980 

Fy 1981 

(FY 1980) 
(Fy 1981) 

g/t Unapprov~ 1 

Jun. 1972 4 FEDERALHOMELOANBANKBQAEU: 0 
FEDEFW MEDIATION AND CCNCILIATION 

SERVICE Dec. 1969 

k/ Aug. 1958 FEDERAL TRADE COMMISSItR: Aug. 1958 

h/Jun. 1965 
h/Apr. 1973 

Sept. 1977 

GENEF?AL SEFWICESADMINISTRATICN: 
Awropriation Accounting 
Manpower and Payroll Statistics- 
Federal Building Fund 
Automated Data Processing Fund- 
National Archives, Trust and 

Gift Funds - 
General Supply Fund 
Construction Services Fund 
Federal Telecomunications Fund- 
Working Capital Fund 

(note 1) 

~/(Unapproved) 
Apr. 1973 
Sept. 1977 

e/(Unapproved) Fy 1980 

Fy 1981 
Fy 1982 

do. 
do. 
do. 
do. 
do 

FY 1983 
do. 
do. 



Department or agency 

INTIAN (ITIAIMS ~ISSIOE' 

INTERSTATE 03MMERCE CDMMISSION---------- 

NATIONAL AEXONAUTICS AND SPACE 
ADMINISTRATION 

NATIONAL CAPI'lYLPLANNING~MMISSIcpJ----- 

NATIONAL J33UNDATIoN ON THE ARTS AND 
z THE HUMANITIES: 

National Endowment for the Arts- 
National Endowment for the 

Humanities 

NATIONALLABOR~TIONS HOARD: 
General Accounting 
Payroll Systm 

NATIONAL,MEDIATIQN BOARD 

NATIC9NAL, SCIENCE F'CNJNDATION: 
General Accounting 
Payroll System 

NATIaTRANSF0RTATIoN SAFEZ'Y BOARD--- 

NUCLEAR REGULATQRY iXM?+.lISSICX'J 

Principles 
and 

standards 
approved 

Jan. 1961 

Dec. 1968 

k/ Jun. 1968 - 

Jun. 1969 

Mar. 1958 

Jun. 1973 Jun. 1975 

do. do. 

Jun. 1972 
do. 

Jul. 1958 

Apr. 1969 
do. 

Jun. 1978 

May 1977 

Target dates for approval of 
system unapproved system designs m 

designs 
approved 

Jan. 1961 

m/De. 1970 - 

Jun. 1968 

Jun. 1969 

Mar. 1958 

Jul. 1958 

Jun. 1973 
May 1974 

In 
operation 

EY 1981 

Aug. 1980 

Under 
developnent 

H 
t-i 

I?!2 1981 

Sept. 1980 H 



Department or aqency 

OFFICE OF PEZRSOWE Lag 
Retirement and Disability Fund--- 
Group Life Insurance Fund 
Employee Health Benefits Fund-- 
Retired IQnployees Health 

Benefits Fund 
Administrative Accounting 

RAILROAD@2mmmNTBOARD--------- 

SEXURITIES AND EXCHANGE COMMISSION---- 

z 
SELECTIVE SERVICE SYSTEM--- 

SMALL BUSINESS ADMINISTRATION: 
Payroll 
General Accounting--- ---- 
Surety Bond Guarantee Program---- 

SMI!l?HSONIAN INSTITUTION------- 
National Gallery of Ah- -wB---- 

U.S. ARMS CONTROL AND DISARMAWNT 
A(IJENPym..--------- 

Principles 

standards 
approved 

NW. 1968 
do. 
do. 

do. 
do. 

Jun. 1968 

Jun. 1969 

Jan. 1973 

Dec. 1968 
do. 
do. 

Aug. 1959 
NW. 1958 

Sept. 1979 

system 
designs 
approved 

NW. 1968 
do. 
do. 

do. 
May 1970 

Feb. 1971 

Jun. 1969 

Jun. 1974 

Jun. 1974 
Jun. 1975 
Jun. 1978 

Aug. 1959 
NW. 1958 

Target dates for approval of 
unapproved system designs % 

tlpder i.i 
develownt 5 

H 

In 
operation 

-w--M -a-- 

x 

H 
H 

- - -  

-cI_ 

- - - -  

- -  

- -  

__u-- 

11---w--11 

-u--s 

Dec. 1980 



Department or agency 

VETERANS ~~IS~TION: 
Administrative Accounting 
Medical Care and Administration- 
Supply Fund 
Personnel and Pay System----------- 
Insurance Progr&.. 
Construction Appropriations 
Mortgage Loan Program------------- 
Ccampensation, Pension, and 

Education 

DISTRICT OF COLUMBIA GOVE- 

Total all agencies: 
approved 
unapproved 

Principles 
and, 

standards 
approved 

System 
designs 
approved 

Target dates for approval of 
unapproved system designs 

% 

Under In 
operation 

Oct. 1972 Sept. 1956 
do. do. 
do. do. 
do. Jul. 1969 
do. Oct. 1972 
do. JUn. 1975 
do. Sept. 1976 

do. FY 1984 

&/Feb. 1972 
(Mar. 1980) 

292 
10 

186 
73 

developltent a 
E 
H H 

i/ Fy 1981 

43 



a 
c 
:b 

_ @$ill include approval of the Department's payroll system previously approved 
r LD 
3 \o in September 1967. 

z 0 
F i? 

L Q/The fund control aspects of this system were approved in September 1979. 
; Ip 
e - c/This system is canpQsed of the following segments: 
5: ;; 
G -Procurement Funds Distribution--approved August 1978 
2 
z 

-Program Funds Distribution---approved September 1979 
: ; -Customer Order Control-projected approval in July 1980 
E -Accounting and Reporting-projected approval in August 1981 
L" E 
E El d/will include approval of the payroll system previously approved in February 1975. 
g 

e/Approval expected in fiscal 1980. 

fi/Development of new standard system will result in reapproval on date shown 
in parentheses. 

4 rp 
3/Designs of subsystems have not been completed. 

ymr I _-~ _'_?~Y 
h/Designs to be resubmitted on the date shown in parentheses. 

.i/The actual number of accounting systems is not yet determined. 

i/This system will be replaced by a Departmentwide integrated payroll/personnel 
system, which will also replace the Internal Revenue Service payroll system. 

&'A revised statement of principles and standards is under review. System design is 
expected to be resubmitted after the revised statement is approved. 

L/In addition, the General Services Administration does accounting for numerous small 
commissions and agencies which do not maintain accounting systems of their own. 

m/Design approval except for autcmatic data processing portion; target date for 
completion of the entire system is October 1983. 
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